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How many TIME readers 


will be coming? 
(e 


Among the thousands of visitors coming to Britain next 
summer, a considerable proportion will be‘'readers of one of 
the international editions of TIME Magazine. For TIME is the 
favourite news magazine of travelled and influential men 
and women in every civilised country in the world. Many 
TIME readers will be booking their passages in British liners 
or aircraft; all will have money to spend on British quality 
goods and services. By taking space in one, or all, of the 


ATLANTIC. s PACIFIC 





international editions of TIME now, you can make sure that 
your name is known to thousands of visitors who are potential 
customers of yours next summer, and who will be ambas- 
sadors for British products when they return home. Write or 
ask your agent to consult the Advertisement Manager, Time- 
Life International, Time & Life Building, New Bond Street, 
London, W.1, to learn how economically you can win this 
important cosmopolitan market for your goods and services. 
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Are Economists Human ? 


Y overwhelming majority vote, the answer would undoubtedly 
be No. Practitioners of the dismal science have long. grown 
accustomed to the popular picture of themselves as thin, sad mea 
wrapt in gloom and eloquent only in prescribing misery ; they have 
learnt not to expect faces to light up, when they come upon the stage, 
with the same anticipation of pleasure that is evoked, say, by the 
Rector of Aberdeen University or by Muffin the Mule; if they 
provide any stimulus to public risibility it is against themselves. 
This is a matter for sorrow to them, for there is no body of men 
whose professional labours are more conscientiously, or consciously, 
directed to promoting the wealth and welfare of mankind. That they 
tend to be regarded as blue-nosed kill-joys must be the result of 
a great misunderstanding. Perhaps the season-of goodwill, when 
society softens its frown and permits some relaxation of their normal 
penal life even for convicts and legislators, isan appropriate time to 
say a few words in defence of economists. 


In point of fact, this Christmas is a better time than\ most to raise 
the subject. For this year it is not merely a question of arguing, in 
the abstract and the hypothetical, that the public would be better 
off if it would only do what the economists tell it to do. This year, 
there are one or two pieces of actual experience to show that the public 
is better off because it has done what the economists told it to. They 
are as yet small, but they are real. Here and there, prices have been 
allowed to do their job of providing supplies to meet the demand, and 
demand to take up the supply, without the intervention of controllers 
or rationers. The application of this brand of common sense to food 
supplies has brought the country to the point where, with another 
shove or two, it ought to be possible substantially to dismantle the 
machinery of food rationing. And if this is to be the result, there is 
no doubt that the policy will be not only successful, but—for all its 
higher prices—very popular. 

If food has been the field where the working of economic common 
sense has been clearest, the same order of ideas applied to money 
has had much wider effects. Nobody likes dearer money any more 
than dearer food, for its own sake. But, like the dearer food, the dearer 
money has proved to be only the first stage in an operation which can 
now be seen to have in its entirety a clear balance of advantage. The 
theory really does work. It really is true that the tighter money is, the 
looser nearly everything else is. From the point of view of the economy 
at large, some elbow room, some space to manceuvre, some lubricant 
(there is a wide choice of metaphors) has been provided. From the 
individual citizen’s. angle, he is being given back his consumer’s 
freedom. Human choice is once again being brought into play ; and 
there is no doubt at all that people greatly value the ability to choose. 
Investigation after investigation has shown that, even right down 9n 


the poverty line, there is an astonishing variety in the way in which 


different people choose to spend their incomes. Above the poverty 
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line, no two families are the same in their extravagances 
and their economiés—and no two families want to be the 
same. An instalment of this boon of consumers’ freedom, 
small but very welcome, has been provided for the British 
people in 1952. And they like it. Nor is the process 
inhumane. The prophecies of the mass unemployment, 
the unlimited deflation, that would follow upon any 
tampering with the dogma of Cheap Money have turned 
out to be just as silly as the economists always said they 
were. 


This new-found willingness to give the economists’ 
ideas a trial has not, it is true, gone very far. But it has at 
least and at last given them some facts to argue on and 
some hard ground for hoping that there will be further 
ventures in 1953. It may even become possible, in due 
course to suggest that the same logic might be applied 
to housing. People who give utterance to the obvious 
truth that the housing problem could be solved over- 
night if it were simply resolved to start charging a fair 
economic price for houses, new and old—and that any 
Minister who had the courage and the clarity of vision to 
apply this simple remedy would within six months be a 
popular hero—may just conceivably, before Christmas, 
1953, cease to be regarded as lunatics. 


Moreover, there is some reasen to hope for a little 
progress with some other of the economists’ favourite 
doctrines. It is beginning to dawn on all concerned that 
an economy which is entirely dependent for its progress 
upon the massive creation of new capital cannot be sus- 
tained without savings. (It is true that the curious 
doctrine that thrift is anti-social and unnecessary arose 
from the popular versions of a great economist’s teaching. 
But it was a misun@erstanding ; Keynes said that saving 
should not exceed investment, not that it should fall 
short.) If saving becomes fashionable again, it may be 
possible to move on to a still, more unpalatable truth: 
that competition, and all that it implies in individual 
displacement, is the only guarantee of adaptability and 
thus of survival in a rapidly changing world. 

All these maxims of the economist share one unfor- 
tunate characteristic: they all prescribe something 
unpleasant first, as the means of securing something 
desirable and necessary at a later stage. Higher prices 
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now are the means to consumers’ freedom shortly ; 
abstinence now to permis» later ; the i: security of 
competition now to ultimate ¢fficiency. That, presum. 
ably, is why the economist is something less than a mildly 


popular figure ; he is always asking for payment i, 


advance. But the same attitude is not taken to the 
surgeon who amputates now to prevent gangrene shortly 
or to the vaccinator who deliberately causes « Owpox i 
order to avoid the risk of smallpox. Nor is that school. 
master held to be the best whose educational principle jg 
to give his charges whatever a majority of them think 
they want at the moment. But, then, in medicine and 
(until lately) in education, there are no politicians 
soliciting votes on complicated technical matters. 


As some small help in clearing away the misunder- | 


standing, let it be said with all emphasis that the only 
acceptable aim of all economic activity, and of aij 
economic theorising, is to foster human welfare. More- 
over, though the steady growth of material wealth js 


the prime constituent of welfafe, there is no reputable 


economist today who would deny that welfare has other 
constituents besides mere aggregate material output. It 
is over a generation since the theoretical case was made 
for including an equitable distribution of wealth and 
some security against the misfortunes and mischances of 
life among the imperative objectives of economic policy. 
The economist has no right to feel aggrieved when people 
question his ideas about the right method for attaining 
these objectives ; but he has a right to resent it when 
people assert that he puts “ sound economics ”’ above the 
happiness of his fellowmen. 


Not even at Christmastime does the economist pose 
as Santa Claus. He leaves it to others to pretend to 
little children that the good things they get come from 
the North Pole, when they are really paid for out of their 
fathers’ pockets. His benevolence is of a different order, 
for he sees a vision of a world so rich that it could be 
Christmas every day—if only men and women were 
willing to look a little beyond their poses. And if to 
accept limits in the present in order to safeguard the 
future is inhuman, so also is the whole long history of 


Man’s rise from unending hunger and toil to the 
threshold of comfort and leisure. 


Far Eastern Future 


URING the next few months the free world will 

be watching with the keenest interest and anxiety 

as. General Eisenhower slips into the driver’s seat and 
takes over the controls. Already there are rumours and 
speculations about the course he intends to steer in the 
Far East, the region about which the deepest concern 
is felt. Events there strongly influence relations with 
the whole Soviet bloc, and their course depends broadly 
on decisions taken in only three capitals—Moscow, 
Peking and Washington. It is not in London’s power 
to play the major role of any of these three, but it has a 
right—especially after a conference of Commonwealth 
Ministers—to form and express a view of any changes 
in policy which may be considered by the new American 
Administration when it takes office. The best time to 
bring that view to bear would be when Mr Churchill 
visits Washington ; but the debate in the United States 
is already beginning and it is taking a course which 


encourages the belief that things can be said now which 
would not have been listened to a year ago: In the long 
run the key to peace and’ ility in the Far East lies 
in agreement between the United States, Britain and the 
Commonwealth ; if they fall apart, only the Communist 
cause benefits, but that will not happen if courage 8 
a and a found for frank discussion. a 

ere is little to be gained by going over the Kortal 
ground again at this stage. en Eisenhower's visit 


to the battlefield has emphasised the fact that there 8 — 


no short cut to a solution; and in no country that has 
troops in Korea is there serious suggestion that, 
if the other side will not yield, the alternative is to yield 
to the enemy. The last two years, howevcl. have 
demonstrated that the Korean ion is to some extent 
self-contained. There cannot be, it is true, any !asting 


agreement with China to live and let live without ® 
Korean settlement ; but the fact that no Korean amisuce 
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i; ossible for the time being is no reason why the free 
wor! i should not frame a 


t, long-term policy for 
the Far East as a whole. 


What, then, can be the basis of such a policy? At 
present, although there is a much wider range of practical 
jzreement between London and Washington: over the 
Far East than their occasional and much publicised 
differences would suggest, they still approach the central 
problem of China from entirely opposite viewpoints. 
Neither has any claim to a monopoly of self-righteousness. 
The American Government has hardly been proved right 
about the best way of dealing with the Chinese Com- 
munists ; and the British Government has certainly been 
proved wrong. Recognition has got Britain nowhere. ; 
instead, it has seriously multiplied Britain’s difficulties in 
Malava and has cost a great deal of American good will. 
Yer America’s own policy has yielded no obvious divi- 
dends. Short of a.general war, the gulf between Wash- 
ington and Peking could not now be -greater than it is. 
If both policies have therefore failed, it is arguable that, 
in the search for a new star 
to steer by, another look 
should be taken at some of 
the original premises on 
both sides. Sooner or later 
—the problem is largely one 
f timing—a way will have 
to be found between 
appeasement and unbend- 
ing toughness, a path along 
which the United States and 
Britain can walk together, 


* 


It is best to start by 
examining present relations 
between Russia and China. 
For it is the combination of 
these two Communist 
powers which has turned 
the old order upside down 
in the Far East. If they could be separated, or at least 
prevented from working together as a well-drilled team, 
the difficulties of free Asia would be halved. As things 
are, both the continuation of the Korean war and any 
policy designed to ostracise or punish China drive Peking 
into a constantly more dependent alliance with Moscow. 
{t would be, of course, naive to expect or count on Mao 
‘se-tung becoming a Tito in any foreseeable future. 
Bur that is not an argument against the adoption of a 
policy designed to exploit the peculiar features of China's 
position in the Soviet constellation. — Stalin now aims 
primarily at splitting the West ; why should not the West 
set its sights on whatever divisions it can see in the Soviet 
Cm pire ¢ 

in the matter of ideology, which is so important to all 
Communists, the aia aid Chinese start by being a 
ule out of step. While the Russians claim that the 
‘\iory of Communism in China is a victory for the 
\arxist doctrine as expounded by Lenin and Stalin, the 
“hinese present Mao Tse-tung as an equal, not a 
‘ordinate or pupil, of Stalin. ~ While the Russians 
>oite Chinese susceptibilities by not insisting on the out- 
“idly satellite position of a popular democracy, the 
‘ cinese regard themselves as the vanguard of the revolu 
‘0 in Asian colonial territories ; and the Russians watch 
“it growing influence on other Asian revolutionary 





movements with some suspicion. Similarly, in terms of 
territory, the Russians have by no means resolved their 
dilemma, whether to stake alt on the loyalty of Mao or 
to reinsure by hanging on to regions important to the 
Soviet Union for supply or defence. Moscow’s deter- 
mination to stay in Port Arthur, in spite of the promises 
made under the Sino-Soviet Treaty of 1950, its refusal 
to give Peking a free hand in the central Asian territories 
of Sinkiang and Mongolia, and its economic grip on 
Manchuria—all these are symptoms of Russian distrvst 
and possible causes of friction. 

Stalin boasts of the economic unity of the Communist 
world, but to the Chinese the Russians have so far proved 
harsh and disappointing trading partners... China wants 
to buy capital equipment for its industrial revolution ; 
but the few things it can export are no bait w the 
Russians, who may well be unwilling in the economic 
sphere, as in the purely military, to hasten the pace at 
which China can set up new industries that will make it 
independent of key Russian supplies. The imposing 
Chinese trade mission which 
attended the Moscow Con- 
ference last August has long 
since returned to Peking, 
but no announcement has 
ever been made, even to the 
expectant people of China, 
of its success or failure in 
developing trade or sharing 
the burden of war. Even 
the recently. reported estab- 
lishment of an_ Asian 
Cominform, following the 
Peking “Peace” Congress, 
is not without its troubles. 
(The Chinese, incidentally, 
showed their independence 
at the Congress by inviting 
to it Trotskyists from 
Ceylon.) The Russians are 
glad enough to deflect the 
Chinese from Central to 
South-East Asia, at the same time encouraging them to 
“co-ordinate and direct revolutionary movements” in 
ripe colonial-type territories like Burma and Malaya ; 
Indo-China is already being claimed by Peking as 
falling entirely within the Chinese sphere- But neither 
Stalim nor Mao is likely to be happy about leaving 
the task of preparing revolution in India to the other. 
The fact is that the link of Communism, powerful 
and. comprehensive though it is for the moment, has 
brought together two dynamic and nationally ambitious 
regimes whose interests do not and will not always 
coincide. 

If this analysis is correct, the assumption that policy 
towards China begins and ends with denial of status and 
punishment of aggression is inadequate. The aim must 
still be to resist force with force where fundamental 
principles or vital interests are at stake—as in Korea 
and in the wars with Communism in South-East Asia— 
but not to turn resistance into counter-attack which will 
have the effect’ of increasing Chinese dependence on 
Russian support. Likewise, against the fact that weak- 
ness will always be taken advantage of in Asia nmust be 
balanced the certainty that the Chinese cannot be ia- 
definitely denied their claims to recognition and a séat 
in. Jnited Nations without dire consequences. The 
western powers are, admittedly, in a difficult position for 
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changing tactics. They are fighting an implacable foe 
in Korea and they are committed to rejecting any attempt 
to reach a wider political settlement until that war is 
over. There are, moreover, American voices in Korea 
itself which urge that only another offensive will bring 
the Chinese to terms. It is also difficult to think of 
switching to a more diplomatic approach without losing 
face ; and it is highly doubtful whether. the Chinese 
would react favourably to such a change. But, sooner 
or later, the possibilities of political negotiation will 
present themselves, and opportunities must be found for 
the free world to bring pressure to bear on the weakest 
links in the Sino-Soviet partnership. 

There-is urgent need first for agreement on the diplo- 
matic possibilities offered by the situation in the Far 
East, and second for a long-term policy based on such 
an agreement. Much has been learnt in dealing with 
the Russians, all of which does not necessarily apply to 
the Chinese ; but some of it does—the need for cool 


Government 


ce precedents were set quite a long time ago. After 
the rigged trial and execution of their former 
ruler, the revolutionaries announced that power now 
derived from the people, and would be exercised by 
their elected representatives. _No new elections were 
held, but all those representatives who had doubts about 
the new regime had already been purged ; those who 
survived considered themselves legal heirs of the former 
assembly, and launched out on a system of government 
by committees. ‘But their endless debates roused the 
impatience of the army, which knew that it alone had 
saved the revolution, and now wanted to see results. It 
refused to disband ; it occupied the capital ; and when 
the politicians not only rejected the idea of new elections 
but tried to perpetuate their hold on their seats, the 
General’s patience was exhausted, and his troops drove 
them from the parliament building. 


Naked military power thus showed itself for the first 
time. Most of the people, heartily sick of the politicians’ 
corruption and incompetence, applauded it. But the 
officers were not yet ready to do without a civilian 
administration altogether. They tried nominating a new 
assembly, but its ineffectiveness soon led them to ask it 
to hand over its powers to the General—who was 
genuinely surprised, but accepted the offer. The officers 
now drafted a new constitution, dividing power 
between the General, as head of state, and a newly 
, elected legislature. The new assembly, however, tried 
to reduce the size of the army, and the General promptly 
dismissed it. 


He then experimented with direct military govern- 
ment, dividing the country into eleven commands and 
appointing eleven officers to maintain order and enforce 
reforms. They did this so strictly that, although their 
rule lasted only a year, it set up a wave of revulsion 
throughout the country ; and when new elections were 
held, the results reflected this revulsion. Although the 
army unseated all members of this third revolutionary 
assembly whom it did not approve, the remainder-still 
opposed their demands, and they, too, were dismissed 
by the General. For a little while he held the stage by 
himself, aware of the country’s growing disillusionment 


but secure in the army’s loyalty. Then his death revealed | 


the hollowness of the whole revolutionary structure. 


' 
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and systematic appraisal of intelligence, for ; 
manceuvre by allies, for combining diplomacy wide: 
The first need is to stop the Korean fighting on satisfac 
tory and honourable terms ; but from the moment that has 
been done, all the problems of the future present ong 
selves. To examine them now with fresh minds ang 
in an atmosphere quite different from that of three years 
ago has two things to be said for it: first, that the Chinese 
—as distinct from the Russians—might show fres, 
interest in a truce ; secondly, that the end of the fightin 
would not find the United States and its allies obvious} 
unprepared and divided about the next steps. |r i. 
perhaps, something of this kind that is made possible 
by General Eisenhower's present reflections on poli 
in Asia. If so, British policy has the delicate task: of 
drawing attention to the need for thinking now aboy 
diplomatic possibilities in Asia without casting any doubt 
of its resolution to stand firmly by the United States 
until they present themselves. 


by Generals 


The successor whom he appointed as head of state 
lacked the confidence of the army, and was soon forced to 
resign. But the army itself, having lost its master, had no 
idea what to do with its power, and fell into bitter quarrel- 
ing. It tried two more assemblies, dismissed them both, 
and rapidly increased its unpopularity. Finally, the com- 
mander in the north, now the only senior officer who 
could rely on his troops, saw the way the wind of public 
opinion was blowing. He marched on the capital, 
brushed aside both his fellow officers and the remnant 
of the revolutionary politicians, and secured the holding 
of elections in which no candidate was barred because 
of his past.. The restoration of the pre-revolutionary 
regime followed at once, amid general rejoicing. 

Thus ended, in 1660, this country’s first and only 
experience of government by generals. It left behind 
it a deep and lasting distaste for military rule, which 
remains one of the chief characteristics of British political 
thought. The appearance, anywhere in the world, of 
a government based on bayonets is traditionally regarded 
here is a setback for the cause of liberalism. Yet, para- 
doxically, from time to, time British opinion gives 4 
friendly reception to a military coup ; the recent seizure 
of power in Egypt by General Neguib provided an 
unusually clear example. It would seem, then, that the 
issue is not a simple one of black and white ; and it may 
be worth while to try to analyse the nature of military 
government, and to suggest when it is to be feared and 
wheh, if ever, welc ‘ 

The extent to which military men control, or partici 
pate in, the governments of the contemporary world 
is not always fully realised. The eye of the public 1s 
easily caught by such dramatic coups as have brought 
army officers to power in Egypt, Syria, and Cuba this 
year. It is more apt to overlook the existence of the 
military regimes which have maintained themselves for 
some time in countries ranging from Peru and Venezuela 
to Siam. Again, there are countries where 4 civilian 
government ds to a critical de on the good will 
of the armed forces, as, for 
Burma. Nor should the totalitarian nature of other states 


- be allowed to disguise the ae their regimes ; 


in this respect there is little : between, say; 
Madrid and Peking, except that in the Chinese syst¢™ it 








in Indonesia and ° 
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is openly admitted that power resides in the “ Military- 
Administrative Committees.” 


A clear distinction must, of course, be drawn between 
all these systems and those states where a former army 


officer has been elected to the highest office by due. 


democratic process. The first essential difference 
between General Eisenhower and Field-Marshal Papagos 
on the one hand, and General Franco and Marshal Stalin 
on the other, is that the first two were brought to power 
by free and fair elections. Nor is it even necessarily 
true that a general who in the past has been accustomed 
to autocratic power cannot adapt himself to democratic 
wavs; General Ibafiez, the newly elected President of 
Chile, has not yet shown an intention of returning to 
the methods he used twenty years ago when he was 
virtually a dictator. If it is argued that a professional 
soldier must tend towards intolerance and hierarchical 
rule, account must also be taken of the tradition and 
atmosphere of his country. Wherever the military is 
regarded as the highest caste, the soldier in office will 
the more easily fall into absolutist ways ; but where there 
is a national tradition of subordinating the military to 
the civilian authorities, as in most western countries, 
no military, president or prime minister is likely to be 
able to exceed his constitutional powers. 


* 


fo a certain extent, this distinction also holds good 
with regard to those military regimes that are established 
by force of arms. One of the reasons for the short 
duration of military rule in seventeenth-century England 
was the instinctive respect of the army for constitutional 
forms. More important, however, are the circumstances 
in which each military regime originates. Today, 
although the professional army officer is still usually por- 
trayed as an ultra-conservative Colonel Blimp, military 
intervention in politics favours reform quite as often as 
reaction. General Neguib, in Egypt this year, has 
personified popular impatience with the old regime just 
as Generals Dutra, Goes Monteiro, and Gomes did in 
Brazil in 1945. In most such cases it is arguable that 
the democratic method has been betrayed not by the 
army but by the civilian politicians whose conduct has 
brought it into contempt. Indeed, the army sometimes 
intervenes not to impair free institutions but to restore 
them ; the Brazilian instance was one of these. And 
even when the army, having turned out a gang of corrupt 
and irresponsible politicians, retains power in its own 
hands, it is generally a preferable alternative to' the 
totalitarian party-state. Soldiers are seldom fanatics ; 
they may be hardened, but they lack the deliberate cruelty 
associated with political extremism; and their very 
ignorance of political wiles makes them less capable than 
Fascists or Communists of fastening the full apparatus 
ol propaganda, terror, and isolation upon a people. 


There are, indeed, countries that have been saved by 
military intervention from falling victim to totalitarianism. 
Yet it is rare for this salvation to be more than temporary ; 
for the outstanding characteristic of most military 
regimes is their short life. This time limit is not simply 
the result of a universal hatred for military government. 
“romwell’s major-generals made themselves objects of 
loathing, not because they were soldiers, but because 
they were rabid puritans ; and modern instances are not 
lacking of regret being expressed when a military 
administration: gives place to civilian rule. Nor need a 


general’s government be more bellicose, and so more 
unstable, a politician’s one ; a strong man in power 
can often afford to be conciliatory. 

Xt is, perhaps, lack of flexibility that is the fatal flaw 
in most military systems. The general-governor is 
usually a man accustomed to transmitting his commands 
down an ordered hierarchy. He has little experience of 
the technique of balancing opposing influences or of 
working for compromise. Moreover, he has no means 
of assessing shifts in public opinion, and he is liable to 
drift out of touch with the popular forces which may 
originally have hailed him as a saviour. True, he often 
enjoys the advantage of being able to put through over- 
due reforms more quickly than his civilian predecessors 
could ; but this may be offset by the fact that his arrival 
in power has aroused unusually high and unrealistic hopes 
among his people. Above all, both his rule and his 
popularity are apt to be too personal. Although military 
governments. are sometimes controlled by a junta or 
committee of officers, a single personality is generally 
dominant, and it is to this man that the public regard 
is turned. Death, exhaustion, or even temporary illness 
is thus a constant threat to the stability of the regime. 


It is for these reasons that no purely military govern- 
ment has ever succeeded in finally solving a country’s 
problems, even when it began with the advantage of 
taking the place of a wholly discredited regime. No 
matter how energetic and enlighteniéd the generals may 


’ 






The New Government 


“England does not love coalitions.” This may be so, 

and no doubt is so. But the coalitions which England 
does not love are rather those of principles and opinions 
than of men. The leading statesmen who compose the 
new Government, though many of them have never acted 
together in office before, have nevertheless for years past 
been united in their views on the most important political 
questions of the day. It was a hearty co-operation of Lord 
John Russell and his friends, whén in opposition, that 
enabled the Government of Sir Robert Peel to repeal the 
Corn Laws and to carry out his great commercial and 
financial reforms ; and it undoubtedly was by the warm and 
undeviating support of Sir R. Peel, as long as he was 
spared to us, and of his immediate friends since, that Lord 
John Russell’s Government was able to maintain that 
policy against a powerful and united party of Pro- 
tectionists. . . . It has not, therefore, been any great 
and sudden political necessity that has brought a number 
of statesmen together, whose views on the most important 
questions of the day have hitherto been antagonistic to 
each other. Nay, so far is it the reverse—so far has 
public opinion recognised the compatibility of the com- 
bination which has formed the new Government, that 
for the last three years at least of Lord John Russell's 
Government, a junction with Sir James Graham and his 
friends was the chief means pointed to, by Liberals of all 
shades of opinion, as the most desirable, if not the only, 
way of forming a strong and efficient Government. 
But what is of equal importance in the formation of 
a Ministry at this juncture of the affairs of this 
country . . . is, that we should have a Government 
of powerful administrative capacity—a Government that 
is so strong in the confidence of the country that it can 
afford to carry out its pelicy without pandering to obsolete 
prejudices on the one hand or popular errors on the other 
—that can afford to conform to the growing opinion of 
the day and to progress with the increasing intelligence 
of the age. 


The Ccronomist 


December 25, 1852 
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be, from the very beginning of their rule they must face 
one supreme difficulty—that of restoring civilian institu- 
tions. Only those military regimes that have overcome 
it are remembered with gratitude ; those that fail often 
lead their peoples into difficulties as great as any they 
have saved them from. ‘This does not mean that the 
general in power must seize the first opportunity of 
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But it does mean that he and his lieutenants mys be 
consciously and sincerely working towards the restoration 
of civilian government Foci the day they assume office 
The example of Kemal is perhaps the most «' 


England’s Hearty Wellwisher 


| F any reader of The Economist, perusing his sixty or 

eighty pages from cover to cover week by week, has 
ever felt dismayed at the length of time this ritual takes, 
he may care to consider how fortunate by comparison was 
his opposite number some two and a half centuries ago, 
whose copy of “ Collections for the Improvement of 
Husbandry and Trade ” consisted of a mere four pages, 
to which he probably listened as it was read aloud in his 
coffee-house. Clumsily printed, on coarse paper, this 
obscure penny journal of King William III’s reign might 
very well be taken as the earliest attempt to provide, as 
The Economist provides now, comment and information 
on trade in its widest aspects. A brief comparison yields 
some curious differences and some even more curious 
similarities. 


It was written single-handed by one John Houghton, * 


who besides this scribbling dealt in tea, coffee and cocoa 
in Bartholomew Lane. But while he was a merchant by 
profession, and an apothecary by training—having been 
apprenticed to the Master of the Pest House in the year 
of the Great Plague—he was an economist by instinct, 
if ever there was one. As a Fellow of the Royal Society, 
he launched his first number with a glowing testimonial 
from his associates, including Edmund Hallé, namesake 
of the comet, and Samuel Pepys, and as “ England’s 
Hearty Wellwisher” he wrote the weekly “ Collections ” 
with a care and sincerity which contrasted strongly with 
the slipshod newssheets of his day. “ 1°ll mend all things 
amiss as soon as I can” he promises frequently with 
reference to his factual articles, and he is soon belabour- 
ing the old scapegoat, the printer: “ Last week I pub- 
lished a paper about whales ........ the printer has 
greatly mistaken, making’a Mouth 72 instead of 12 foot.” 


He opens, like The Economist, with a Discourse or 
essay. These articles run in long series, on topics which 
run from brewing techniques to the balance of payments, 
from natural history to joint stock, and in them he finds 
occasion to preach his gospels of freer trade, higher 
consumption and harder work, which were strong 
medicine for his time. His comments on the labour 
question would read strangely in a twentieth century 
journal: 

The Weavers, “tis common for them to be drunk on 
Monday, have their heads ache on Tuesday, their Tools out 
of order on Wednesday. ... The style the Painters give 
ee is “ or ce, one moe ” and they often 
work at heaving 0: ss, lift ewter ri 
Sellers and te like. : i Eoapatunite' 

He is a warm advocate of multilateral trade, and never 
tires of exposing the conventional view of his day that 
international trade should: be confined to a bartering of 
products so as to conserve specie. Here is a fair sample 
of his manner, when recommending the import of cheap 
foreign timber: ; 

But this will cost us .some money ; its likely it will; but 
what then? It will also get some trade for Tobacco, Stock~ 


= : ViOUs on 

for them to follow ; and the fruits of his succe:; are plain 
for all to see. 

ings, Wastcoats, Course Cloths and several oih<: things jn 

those Parts. And I have shown that if we do not export 

our Money, twill do us no good. iAnd I pray. how do we 


get our money? Why truly, we carry our Product and 

Manufacture to Spain, and there for it get Money ; and this 

money we carry to Norway, and swap it for Wood; and 

what the difference is (except a little more Employment for 

Ships and Seamen, which we reckon Happiness) between 

this and carrying our Manufacture or Product directly w 

Norway, I profess my understanding won't direct me to. 
It seems that convertibility was a plague to the wits 
even then. 

Even the American Survey is not entirely wanting, 

Our Plantations in America have not prejudiced our coasts, 

that were in a convenient manner planted, for they have 
increast the Profitable Imployments not only by building of 
Ships, carrying out our Manufactures and Products thither, 
but also by returning theirs hither to supply ourselves... , 
And if it should be said that they might have consumed as 
much if they had staid here, yet it cannot be said we should 
have employed so many men in building ships and carrying 
and recarrying as we now do. I am apt to think it might 
be made out that it is a wheel to set most of our other 
trades a-going. 

Notes of the Week are here, too, but a dozen or so 
lines in a footnote suffices for them. They consist of a 
few bald headlines from the official “ Gazette "—the 
Emperor has beaten the Turks on the Danube, two Dutch 
Indiamen have been taken by the French in the Channel 
“which is all I see useful to Posterity.” But if this 
feature was still rudimentary, Records and Statistics was 
well on the way. A regular note announces “ Whoever 
are willing from their Markets to send me Prices in good 
time, I'll return them in lieu one of my Collections.” 
Whether this method of collecting fat stock prices proved 
more successful than we should expect, or whether 
occasional deficiencies were made up in less reliable 
ways, our understanding will not lead us to, but every 
week there is a table of farm prices from the principal 
towns in the kingdom, followed by a helpful! {ootote 
“There are some maps of England of small Value will 
tell where these Towns are.” The rest of this section 
contains, besides shipping movements in the Port of 
London and Bills of Mortality in the City, a regular note 
of stock quotations.. When Houghton introduced this 
last item, he was not without misgivings about tempting 
his readers to the sin of speculation. 

Altho’ they that live in London may every noon or night 
on Working Days go to Garraway’s Coffee House to «ce what 
prices the Actions bear of most companies trading in Joint 

Stocks, yet for those whose’ occasions permit not “ere © 

see . . . they.may be satisfied once a week how is and 

have their Advantage. Only I must caution beginr<'s (0 be 
very wary for there are many cunning artists among ©°™.— 
Each week the cryptic list Hudsons 185, India 
140, Linen 45. He evidently. received some puzzled 


inquiries about this item, for a month later there «ppc! 
another note. cas ate 


Actions signify Shares in Companies. For instance if 
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(5 men raise tol apiece to carry on a trade, each rol is called 
in action or Share. If they have hopes of great Gain they 
they they will 


«ll not sell their Shares for rol ; if 
sell for less. Seo Actions rise or fall according to Hopes or 


ars... . I find a great many understand not this affair, 
’ I write this. 
tfoughton’s advertisements, for which he probably 
charged about three-halfpence a line, are a jumble of 
norices on every conceivable topic, but those relating to 
ical cure-alls and tonics predominate, and lack the 
ive language of a more squeamish age. Among the 
-s of books and ready written sermons is one which 
; : “Complete Works of Robert Boyle, price 1s., 
bezinning * Medical Experiments, or a Collection of 
choice Remedies for the most part simple.” It leaves 
the modern reader sorry that books were not reviewed. 
Houghton identified himself with many advertisers as a 
kind of agent. “I want a complete young man that will 
wear a livery to wate on a very valuable gentleman, but 
he must know how to play on a violin or flute.” Or “If 
any have a place, belonging to the law or otherwise, that 
is worth 1,000! or 2,0001, I can help to a customer.” Or 
If any want all kinds of necessaries for Corps of funerals 
[ can help to one who does assure me he will use them 
kindly ; and whoever can keep their corpse till they get 
to London, and have a Coffin set down, may have them 
afterwards kept amy reasonable time.” 


NOTES OF 


M. Pinay Walks Out 


Once again France has been singularly ill served by its 
parliament. Although anything said about the present 
political crisis promuses to be out of date two days hence, 
there is no doubt that M. Pinay’s offer to resign early on Tues- 
Jay morning, after forty-eight hours of irritable and sterile 
debate, has gravely shaken confidence. M. Bidault and the 
MRP, without whom M., Pinay’s precarious majority could 
not survive, decided that an increase in family allowances 
was more important than the stabilisation of the franc, the 
maintenance of a sane wage and price structure, a foreign 
policy leading towards European union, and the presence 
in power Of a Prime Minister who had brought into politics 
a new sobriety and hope. The decision is almost incompre- 
hensible unless it is assumed that strong personal ambitions 
were in play. The MRP clearly intended the fall of the 
present Government.. In announcing its abstention at the 
last moment, and as the vote of confidence was about to be 
taken, M. Bidault’s party thought it had set the stage for yet 
another spell of chaos, M. Pinay countered with his habitual 
tactical acumen and walked out before he could be formally 
overthrown. This leaves the door open for possible patch- 
work and reconciliation. 


[t had been hoped over the weekend that M. Pinay had 
weathered the worst of the storm. The Nato declaration of 
solidarity over Indo-China, the firmness of the French attitude 
towards the Bey of Tunis, and the strong current of popular 
opinion running in the Prime Minister’s favour, had strength- 
ened his ministry's position. He had shown himself a fearless 
and expert debater: when derided by a Communist deputy 
as the owner of a tannery, the Prime Minister riposted— 
“ We each have our business. Mine is leather and yours is 
rope.” Whether or not M. Pinay is given another lease of 
‘ile, the presetit crisis shows that the best government France 
has enjoyed in a good while is no less at the mercy of con- 
flicting ambitions, shortsightedness and sheer levity than any 
vl its countless predecessors. The extreme Right and Left 
are given occasion to rejoice at what they interpret as yet 
another symptonr of the senility of parliamentary institutions. 


$75 
When the “Collections” came to an end in 1703, 
after eleven years, Daniel Defoe’s famous “Review” 
was just beginning. That master of journalists inter- 
spersed his economics with politics and scandal. 

This Age [he says in his first preface] has such a Natural 
Aversion to a Solemn and Tedious Affair that however 
Profitable it would never be Diverting and the World would 
never Read it. To get over this Difficulty [I have —_— 
some sort of Entertainment and Amusement at the end 
every paper . . . which Innocent Diversion would hand on 


the more weighty and Serious Part of the Design into the 
Heads and Thoughts of Those to whom it might be useful. 


This no doubt throws some light on why a long-lived 
successor to the strictly economic “ Collections” had to 
wait for the earnest readers of Queen Victoria’s reign. 
But brilliant and witty as the “Review” was, and 
lengthy as The Economist is, neither, surely, can boast 
a tailpiece of such gentle charm as this: “I have found 
by experience that no Worm or mouse will eat Paper 
writ with ink made from a decoction of Wormwoed. And 
a little Bay-sait in ink will keep it from moulding in 
Summer, and a little Brandy will keep it from Freezing 
in Winter. Next Friday expect more from 


Yours etc. 
John Houghton F.R.S,” 


THE WEEK 


Commanders versus Ministers 


The 32 ministers present last week at the Atlantic 
Council considered a paper which said that the military 
efforts made so far “do not provide sufficient forces to 
guarantee the security of the Nato area.” They also heard 
General Ridgway say, in effect, that he was dissatisfied with 
his fifty divisions, active and in reserve. If they had pre- 
sented the civilian view in the same terms they would have 
said that the extra productive effort called for in Europe 
had not been made and that they could not guarantee a 
safe passage through economic squalls without it. In other 
words, the argument of ministers has scarcely got beyond 
the point of saying that to win the cold war you must risk 


losing the hot war. General Ridgway is fully entitled to go — 


on saying the opposite so long as his political masters leave 
his enormous strategic responsibilities undiminished. 

To move on to a more constructive attitude it is necessary 
to know more about General Eisenhower’s policy and the 
nature of future American contributions in dollars and goods. 
As these things cannot be surmised until later, the Council 
was bound to postpone its main decisions until the spring. 
This means that rearmament measures which would have 
their ¢ffect in 1954 are being slowed down, perhaps oniy 
temporarily ; none the less expenditure in 1953, as com- 
pared with 1952, should rise, and General Ridgway should 
get another ten divisions, not counting Germans. If the 
members of Nato also mean business with their reserve 
divisions—and it was a grave omission to say nothing explicit 
about them—then next year’s outlook is fairly satisfactory. 

On the credit side were the resolution calling for early 
formation of Europe’s defence community, the recognition 
that all of Nato is vitally interested in its members’ Asian 
problems, and the general acceptance of the function of the 
organisation as a clearing house. The Council is not a 
cabinet where one gets one’s way by threatening resignation: 
its motto is persuade or postpone, The-ministers left Paris 
after five days’ work, but the Council goes on existing in their 
absence—that is the important new fact. It should be 
encouraged to take as much responsibility as possible. 
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From a Former Naval Person 


The British delegation seems to have suffered—as the 
British public have—from Mr Churchill’s failure to set out 
the main ideas behind those points of defence policy over 
which his advisers and those of Mr Truman seem to have 
drifted apart. Having exploded an atomic bomb and having 
caught more than one glimpse of the technological revolu- 
tion that is imminent in land and air warfare, the British 
are naturally sceptical about the wisdom—to say nothing 
of their concern about the cost—of stockpiling obsolescent 
weapons. And Nato itself, let it be said, never showed any 
clear signs of catching up the Russians in orthodox arma- 
ments. Add to this the rising cost of the existing British 
programme and the natural disposition of Mr Churchill— 
like General Eisenhower—to have his chiefs-of-staff revise 
their papers, and it no longer seems surprising that some 
ideas in London have changed. 


Whether anything significant is known about Russian 
intentions beyond what Stalin has lately said, and whether 
the new British appreciation of external dangers preceded 
or followed the new appreciation of economic burdens is 
a matter for speculation ; and at Nato some of the specu- 
lation has been unfavourable. No military commander 
welcomes an appreciation of military intentions which 
weakens his claim on forces he has been promised, especially 
when he believes—as General Ridgway must—that it has 
been influenced by domestic politics. These matters should 
be cleared up before the spring. 


There are several ways in which the United States can 
help. One is to show evidence that its experts have worked 
out the implications of defence with atomic weapons in 
concert- with allies who lack them and know little about 
them Is it true, for example, that thought about such 
matters is the monopoly of the American Air Force ? 
Another useful contribution would be encouragement to the 
American press to understand that one cannot persistently 
cry to Europe that this is 1938 over again. The risks of 
quarrels that might cause war are obvious, but there is no 
hard military evidence of Russian intentions to attack 
Europe as Hitler attacked Poland. The task of Nato—and 
it is one of the utmost difficulty—is to persuade Europe 
of the need to be able to mobilise quickly and impressively 
against any change in the present disposition of the Russian 
army and air force. It is this need that gets overlooked in 
arguments about balancing the certainty of cold war against 
the possibility of the real thing. 


* * * 


Out Like the Lamb 


Despite all the alarms and battles of the last seven weeks, 
the Government has reached the Christmas recess with its 
legislative programme running to time. The committee stage 
of the Transport Bill was completed, under the guillotine, 
just before the House rose. And to their surprise members 
were presented on the last day with the Town and Country 

Planning Bill (which abolishes the development charge) 
freshly reprinted on its return from a standing committee. 
The rapid progress made by this Bill upstairs, in spite of 
Labour’s opposition to it, has made many members on both 
sides wonder again whether much of the hullabaloo of recent 
weeks might have been avoided if the Government had not 
insisted on taking the committee stage of the Transport Bill 
on the floor of the House, The day has perhaps come when 
Bills should be sent to standing committee even with a 
Parliament so evenly balanced as this. It would mean, of 
course, that the Government would have to reserve the right 
to reverse on the report stage any decisions that went against 
it in committee. But that would be, in the circumstances, 
a perfectly reasonable convention, and once it was recognised 
Parliamentary tempers might be appreciably less strained. 


As it is, the price of forcing the Transport Bill through 
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committee by Christmas has been not only the use of the 


guillotine but frequent resort to the closure. 
has, indeed, been far greater than can be justified eee 
though the Government has been under great provocation, 
Everyone agrees that Parliament cannot go on for long in 
this way, and most members on both sides recognise the 
need for some concessions. Indeed, in the las; 


lis frequ 


few da 
before the recess the corporate common sense of the Sine 
asserted itself. .Mr Crookshank was able to announce that 


the two sides had agreed, by a process of compromise, to 
spend 84 days on the committee stage of the Stee! Bill, and 
the guillotine would not be invoked. The Government very 
sensibly made another concession by promising to extend 
the report stage of the Transport Bill from two to three days 
and the proceedings ended on a note of amity in striking 
contrast to the previous bitterness. But that Parliament wil] 
come in after Christmas as it has gone out is still almost 
too much to hope. 


* * * 


Chopper on Transport 


The guillotine fell on Thursday last week on the final 
stages of the Transport Bill in committee. Rarely was an 
interval for reconsideration of a Bill more desirab!c, for there 
can be few people (and probably not even the Minister 
himself) who are satisfied with the content of the Bill, as 
amended, or with the quality of last week’s proceedings 
under a rigid timetable. There is a growing feeling that the 
Bill stands in need of more improvement than is possible at 
the report stage. 


Here, perhaps, is an opportunity for the House of Lords, 
which could at least approach transport as a national matter 
in comparative freedom from narrow party attitudes that 
obdurately maintajn that the small man is the right man to 
run road transport, or that the organisation of transport 
prescribed in the 1947 Act is inevitably and eternally right. 
One important matter calling for further thought emerged 
from last week’s proceedings in committee. It is not satis- 
factory, as Mr Gurney Braithwaite argued, to leave the future 
organisation of the railways to the Transport Commission 
and to give them twelve months, with the prospect of exten- 
sion, to reach their conclusions. This is a matter on which, 
as the Minister admitted, there had been friction between the 
Transport Commission and the Railway Executive, and on 
which he had come to accept the representations of the com- 
mission. It would undoubtedly help the discussion if the 
Government were to give a clearer idea of the lines it has in 
mind for the reorganisation of the railways, on which little has 
been divulged beyond the notion of decentralisation. If, on 
the other hand, its ideas are unformed, it would seem better 
to take counsel from a wider range of opinion than is likely 
to be found within the commission. 

This question of organisation has little popular appeal, but 
it is in fact the crux of any successful scheme of reorganisa- 
tion. To “ abolish ” the Railway Executive (an “ unfortunate 
word” which the Minister regretted) still leaves open the 
main issue. It is necessary to devise and secure the right 
policies for all the transport undertakings that wi!! remain 
with the commission. It is also mecessary to secure the 
general management of the railways, with all that this implies 
in technical matters. So far there is no indication of the 
answer to these fundamental questions, 


* x * 


Slow Motion Against Monopoly 


The President of the Board of Trade has at last fulfilled 
the simple intention that he announced in the debate on the 
Monopolies Commission last July. The commission has now 
been asked to make a general study instead of being confine’ 
to individual industries ; this study will deal with some © 
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the practices that its particular inquiries have shown to be 
common to a number of industries and to be restrictive in 
their effects. The official reference is broadly phrased to 
cover any arrangements, whether legally enforceable or not, 
by which independent traders or manufacturers join together 
in discriminating against, or in favour of, any defined class 
of customers, The most important of such practices are, 
of course, exclusive dealing and the collective boycott. To 


The decision to hold a general inquiry on these lines is, 
at least, am improvement on the practice followed hitherto, 
with the commission toiling painfully through a few indus- 

But it is the right decision by the Board of Trade 
nly if it is agreed that no more radical change is possible. 
Are Government and Parliament so preoccupied with more 
important matters that there is no time to pass new legisla- 
on against monopoly practices either in this session or in 
the next ? If that is true—as Mr Thorneycroft is obviously 
assuming—then the study now being started will at least do 
) harm. Though it will no doubt be prolonged, it should 
surely be finished by the end of 1954. And then, if it is 

t put on the shelf already occupied by the Lloyd Jacob 
report, it can lead to some administrative action and it might 
srovide a basis for stronger legislation in 1955 ; in either 
ent, delay will not have been worsened. 


r 


But there ought not to be such delay at all. A new Bill 

monopolies would take relatively little time, if it 
could be sent to a standing committee ; and it is at least 
1s important as the denationalisation measures—from_ the 
political as well as the economic point of view. The Con- 
servatives’ chances in the next election will depend to a large 
extent on their having by then worked out an economic policy 
that can be honestly and enthusiastically advocated in the 
national interest. Conservative measures like denationalisa- 
tion will fit into such a policy—and the policy will be con- 
sistent and forceful—only if strong action against private 
restrictions is a part of it. The new inquiry is a step in the 
right direction when there should be a long jump. 


* * * 


Pyrrhic Victory in Tunis 


Events in Tunisia afford the French Cabinet a respite 
trom anxiety but no grounds for complacency. M. Pinay, 
against the advice of some of his ministers, confronted the 
Bey last weekend with a straight choice: between signing 
some of the 60 decrees upon which he had been stalling 
for anything up toa year, or of seeing his functions trans- 
ferred to a council of regency that would assume his powers 
of signature. The Bey compromised by signing two of the 
aecrees, 

lhe excitement over this minor triumph is misplaced, for 
lc success is modified by several factors. The murderers 
of Ferhat Hached, whether French or Tunisian, are still at 
large, and there can be no lasting satisfaction on either side 
unless they are caught. Secondly, though the two decrees 
signed are those establishing an electoral system in local 
government, they are not the most far-reaching of the reform 
items that were described in The Economist of August 9th. 
‘hers More controversial remain to be negotiated, notably 
‘lat setting up two advisory councils, one of which is to con- 
.n Frenchmen. Lastly the signature is said to have been 
Cotained while the Palace was surrounded by troops ; the 
‘co Destour Nationalists can say and are saying that it was 
ccured under duress. The success of these French tactics 


Will be measurable less by what has happened than by what 
happens next. 


The part played by personal emotions ih this struggle 
between the Bey and the Quai d’Orsay is enormous. The 


or > 


dramatis personae are, first, the Bey himself—elderly, fond 
of a quiet life, reluctant to forgy the privileged life of an 
absolute ruler ; secondly his chiidren, who live in a series 
of agreeable little villas surrounding his palace. The most 
forceful of these are a daughter, Princess Zakia, and a son, 
Prince Chadley. The former is the wife of a leading Neo 
Destourien and the latter is an ambitious member of the 
same party. They are well placed for needling their parent 
and steadily do so. The third personality involved is the 
Resident-General, M. de Hautecloque, who seems to dislike 
the Bey nearly as much as the Bey dislikes him. M. de 
Hautecloque is a bad judge of the effect of his words upon 
his hearers ; more than once he has unwisely announced that 
agreement is attained when in fact the Bey does not mean 
it to be so. The last occasion on which he committed this 
error was last week, when the Bey in the end refused to 
sign the decrees. In fact his signature, when given, was 
given not to’'M. de Hautecloque but to M.~Boisseson—-the 
plenipotentiary called the “delegate” who represents the 
Quai d’Orsay in Tunisia. Maybe it was given to him because 
the Tunisians are downcast by the lukewarm support for 
their case at the United Nations. More likely, the con- 
cession was intended as a snub for a much disliked Resident- 
General. 


+ * * 


Arab Defence Plans 


At the end of the talks held last week between General 
Neguib and the Syrian chief-of-staff and deputy Prime 
Minister, lonel al-Shishakly, the Cairo newspaper El 
Ahram remarked that they are the only two men in power 
in the Middle East capable of discussing its defence “ in 
a positive way.” If“ positive” also means “ practical” the 
comment is apt; as technicians with some experience of 
balancing national budgets, these two men belong to the 
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Buyers are human beings 


In selling a product, figures can only take you so 
far; after that, the business becomes personal, no 
amount of market research can help you if your cus- 
tomer—metaphorically speaking—doesn’t like your tie. 

We don’t disparage market research—we use it 
ourselves—but we don’t close our eyes to its short- 
comings. Many a thriving business has been built on a 
product that according to the research figures had no 
future, And as many theoretically promising ventures 
have ended in failure. The explanation in both cases 
was the unpredictable personal factor. 

So we never forget that the customer:is human, like 
ourselves, and that he'll only toe the statistical line if 
he feels that way. It’s a business philosophy we 
developed years ago, and it is still serving us weil. 

If you think that you would profit by the personal 
touch in your advertising, why not phone or drop us a 
line and we'll arrange to meet and talk it over with you ? 


SAMSON CLARKS 


SAMSON CLARK & CO. LITD., Incorporated Practitioners ix 
$7~6x Street, London, W.1, : 
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small number of Middle-Easterners who are aware of the 
costs of maintaining modern defences in even a small country. 


They know how much it costs to keep a tank corps or an 
air force up to date. They know that states such as theirs 
have only two choices before them to achieve this end ; either 
they must submit to unaccustomed and heavy taxation of 
private fortunes, landed property and businesses, or else 
they must ally themselves with the forces of a Great Power. 


This is not to say that they will therefore step smoothly 
into alliance with the West as Turkey did. Arabs and 
Egyptians do not feel the hostility to the Russians that burns 
in Turkey ; they mistrust the western powers on account of 
the Palestine settlement ; and, perhaps the most telling con- 
sideration of all, many of them think that their homes may 


el ——— 


lie beyond the perimeter that the West is capable of defend- 
ing. If this is so, they reason that to commit themselves 
to one side would, in the event of war, expose them to 
reprisals. This thought blinds them to the argument that 
alliance now might reduce the risk of attack. 


From the standpoint of the western sponsors of the Middle 
East Command, these Arab fears are even harder to allay 
than are the antagonisms that hang around the treaties that 
Britain signed between the wars with Egypt and Iraq. Yet 
if the Middle East, whenever it comes to discuss its defence, 
takes refuge in procrastination, or in anti-foreign ranting, 
or in purely negative rallying cries of the Arab League about 
Palestine or French North Africa, it will leave itself sadly 
exposed—rich but weak, vulnerable and tempting. If El 
Ahram is right, and Neguib and Shishakly were “ positive,” 
they will have done the Middle East a service ; but they 
cannot complete the job unless they become positive in 
public utterance. 


* * * 


Desperate Remedies in Prague 


Before the conference of the Czechoslovak Communist 
Party last week the country was told that the delegates’ efforts 
would be directed towards “ getting things straight.” This 
certainly seems to have been necessary. The Slansky trial 
was deliberately staged when it was in order to shock the 
Party into accepting willingly a new and more rigorous set of 
rules. But many members seem to have reacted incorrectly ; 
they were greatly concerned that Slansky and his friends 
should have got away with so much for so long, and then 
admitted their guilt so fully. The Communist leaders spoke 
with astonishing frankness about how show trials are 
arranged, revealing that the Czechs are not yet inured to 
totalitarian brutality. 
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The new Party Statute, which closely follows the 
Soviet model, is designed to eradicate the « HR  . 
vague conceptions of a liberal character ”’ still lingering in the 
old party rules. iS attached to * Party ang 
State discipline ” which, in President Gottwald’s words are 
“ essentially one and the same thing—two Sides of one con e 
He and his associates, caught between Moscow’s demands and 
the people’s discontent, hope not only to strengthen their eri 
on the Party, but also to fashion a more efficient instrumen : 
control and exploit the national economy. The “ jack of 
State and labour discipline from top to bottom ” js respon- 
sible, says Gottwald, for-most of industry’s failures, and the 
Party must remove it. 


Mr Zapotocky, the Premier, struck a different note when 
he said that a working-class manager who was inefficient and 
inexpert did more harm than good, whatever his merits as , 
comrade—a remark hardly hel to the Party in the fac. 
tories. He has probably put his finger on a major weakness 
in the Communists’ position, which will hardly be improved 
by stronger doses of criticism and self-criticism. It mus 
have been weakened by purges, and confused and trightened 
—perhaps even outraged—by the recent trials. The medicine 
prescribed may be too strong ; but Gottwald and Zapotocky 
probably dare try no other. 


Miners and the Board 
Five weeks ago the miners quietly accepted the Porter 


tribunal’s outright rejection of their demand for a 30s. wage ' 


increase: In contrast, they have turned down the Coal 
Board’s offer of 6s. a week for lower-paid workers with 
some bitterness. Some of the delegates to the special con- 
ference last week urged that strike notices should be given; 
others wanted to stop Saturday working and al! “ co-opera- 
tion” with the board. The union leaders had certainly 
expected more than 6s. ; this is not only derisory compared 
with the 30s. they originally asked for, but is less than the 
increases gained in other industries—which have recently 
been of the order of 7s. 6d. Moreover, the coal board’s 
offer was not extended, as the union had expected it to be, 
to all workers on day-wages, but only to those on the mini- 
mum wage. And the board had attached to it two conditions 
that the delegate conference would not accept: a standstill 
On piece rates and a further extension of the Saturday 
working agreement when it expires in April. 

The resulting discontent has not so far led to any action; 
production is always at its height in the “ bull-week ” before 
a holiday, and the executive has yet to decide wha‘ its next 
step shall be. Presumably it will return to the board and 
ask for more. The union leaders clearly seemed ‘0 see the 
sense of the Porter tribunal’s argument that it would be 
wrong to award a general wage increase while the whole 
wages structure of the industry is under review. But meat- 
while it was desirable to prevent hardship at the lowest level, 
for the negotiations about the wages structure have been 
going on for a year already ; they will take a long time yet 
even though progress has become more rapid in receml 
weeks—partly as a result ¢ the Porter tribunal’s observations 
and partly because the iptions of the various jobs @ 
the mines have at last been agreed. 

The board has strong reasons for resisting 2 substantial 
increase in wages. Its finances are looking shaky gall 
because the demand for coal has fallen and because output 
per manshift has fallen sharply—from 1.21 tons last yeat 


to 1.19 tons in 1952. This is more than can reasonably be 
accounted for by the intake of green labour, and ' greatly | 


weakens the miners’ moral to more pay. It also 


ine Hig that the nationalised coal industry is very auch 
from making itself efficient than the poliucians™ 
nowadays, Conservative ministérs—like © suppose. 
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Service or Authority ? 


The recent legal about fish and sewage in 
+h. River Derwent show more clearly than ever the im-> 
portance of an i judiciary to protect the individual 
avunst what are known, by tradition if for no better reason, 
,, public authorities. The Pride of Derby Angling Asso- 
ciuuon is of no economic importance ; its members merely 
wiched to fish in the River Derwent. But, they claimed, 
the river was a mixture of heated, polluted water detrimental 
to fish. \Last April Mr Justice Harman ted an injunc- 
tion restraining the Derby Corporation and the British 
E\-ctricity Authority from interfering with the plaintiffs’ 
fishing rights in the course of their use of the river 
for sewage disposal and for cooling the towers of a 
power station. They were given two years.to alter their 
insiallations, Both appealed, the Derby Corporation against 
the decision, the electricity authority in order to get the 
injunction modified so that it could use the river water pro- 
vided the temperature was not raised to a point injurious to 
fin. The Court of Appeal met the second application ; it 
dismissed the appeal of the Derby Corporation with costs, 
and it is this section of the Court’s judgments that is 
important, 

The contentions of the Derby Corporation were on these 
lines. It had installed its sewage plant under the authority 
§ the Derby Corporation Act, 1901. When installed, the 
plant was quite adequate for the then population of Derby. 
it the population of Derby had grown since, that was not 
the fault of the corporation, nor did it impose on the corpora- 
tion any legal duty to enlarge its plant to prevent pollution 
ot the River Derwent. The only remedy the anglers had was 
io make representations to the Minister of Health. Further, 
for a Court to grant an injunction against the corporation 
brought “improper pressure” to bear on the Minister 
responsible for issuing building licences for the extension of 
public works ; it was also a wrongful interference with the 
sovereign right of a borough council to deal with its problems 
as it thought fit (and, by implication at least, of its right not 
to deal with them if it so pleased). The Master of the Rolls 
said that at one stage the corporation had suggested, through 
its officials, that the plaintiffs? action had been brought by 
the plantiffs’ solicitors for the sole purpose of making a 
pront. 

So it has been necessary for the Supreme Court of Judi- 
cature to remind a public authority that, even .if it does no 
more than cause a private nuisance to a private individual, 
it is still liable to be sued in the Courts like any other subject 
of the Crown. If a man has a right to fish, he retains it, 
even though it does inconvenience the Mayor, Aldermen 
and Burgesses of a county borough. It is to be hoped 
that there are some elected members of the Derby 
Council who will require those concerned to justify to the 
public they serve the arguments, contentions and accusations 
they have put into the mouths of their advocates in this 
acuon ; or have things gone so far that the paradox of 
arrogance in the public service no longer attracts comment ? 


* * * 


Levelling in Food Budgets 


Since 1940 the National Food Survey has been collecting - 


‘ood budgets from urban working class households, but the 
report for 1950 (HMSO, 4s. 6d.) introduces an important 
change, ea of households are included, so that some 
‘ mparisons of food consumption and expenditure by. social 
- 55 and size of family can be made. The 4,723 households 
Wo supplied a weekly budget are divided into classes accord- 
i1z to the income of their heads—a criterion which falls 
‘idway between the now more usual one based on occupation 
404 a purely economic standard, which would have to include 
supplementary family incomes. 

ihe accompanying chart shows how expenditure on food 


879 


for each member of the household rises with the income of 
its head and falls as the family gets bigger. These two effects 
are not entirely unrelated, since there are proportionately 
more small households in the top class than in the middie 
ones. But the number of children.is evidently the more telling 
factor ; where there were three or more, expenditure on food 
was less than that of old-age sioners. In general, the 
upper class consumed more milk, fresh fruit and vegetables 
but less potatoes and bread than other classes. 

According to the Crawford and Broadley budgets of 
1936-37 the weekly expenditure on food then averaged 
8s. 114d., but the difference between that of the upper and 
lower classes was as much as Ios. 10d.—121 per cent of the 
average. In 1950 the comparable range was only about 28 
per cent. Some of this, of course, is due to rationing, but 


HOUSEHOLD EXPENDITURE ON FOOD IN [950 
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some also to the levelling of incomes and of family size, 
though the 1950 figures may underestimate the actual 
difference in consumption because no account is taken of 
raids on larder stocks or of “ free” sources such as garden 
produce, which are largest for the higher income groups. 
When allowance is made for these, the weekly cost of food 
consumed in the home was put at 21s. 4d. per head for 
Class A households, 15s. for old-age pensioners and 16s. 6d. 
for everybody. 


The survey suggests that with this expenditure very few 


people were inadequately fed. The standard for calories was 
reached by all households except those in the lowest income 


class, who fell just short of it. The diet of the largest families 
was.somewhat deficient in protein and calcium content, but 
for other nutrients the standard was casily reached by ail 
types of households except that old-age pensioners may have 


insufficient iron in their food. But in general it is only the 
diet of families with four or more children that can give the 


nutrition experts cause for real concern. 
2 - . 


Two Views of Dr Adenauer 


, | Two quite different but equally valid views can be taken. 
—and are being taken in Western Germany—of Dr 
Adenauer’s battle for the treaties that will take the Federal 
Republic into the Atlantic system: To the politicians and 
foreign observers in the artificial atmosphere of Bonn, the 
Chancellor seems to have gone too far in his manceuvres to 
prevent the Karlsruhe Court from delaying or invalidating 
the treaties. All his protestations and those of President 
Heuss cannot undo the bad cifect created in the capital when 
the government showed that it did not trust the constitutional 
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judges to make their decisions without political bias. The 
prestige of the Court, say the critics ig Bonn, has been under- 
mined, without justification. To them it seems that the 
weak West German state, based on a provisional “ basic 
law ” that was not deemed worthy of the name of “ constitu- 
tion,” has been endangered. . They ask-whether the European 
Defence Community, if it can be pushed through only by 
such tricks and only at the cost of a crisis of confidence in 
the state, is worth the price. By declaring his firm intention 
to hold the federal elections not a day before they are due 
next September Dr Adenauer has added to his critics’ 
doubts. 

Misgiving is also caused by reports that some of his 
colleagues in the Cabinet are contemptuously pointing out 
that the “ basic law ” was in any case only a makeshift affair 
imposed by the occupation powers and must not be allowed 
to interfere with a political act. Such talk, though intended 
to help the prospects of the treaties, accords only too well 
with the propaganda of the anti-democrats. They would like 
nothing better than to increase the disrespect with which 
Bonn is regarded. 

Seen from other German centres, however, Dr Adenauer’s 
policy does not appear nearly so mistaken. The constitutional 
manceuvres are much too complicated to interest the general 
public. There is no crisis of confidence in the state in 
Frankfurt or Bavaria, for the very reason that the Germans 
do not base their lives on respect for the Federal Govern- 
ment, the Court or, still less, for political parties. Dr 
Adenauer, according to this view, has not lost any ground 
in the country through his latest tactics ; on the contrary, his 
Social-Democrat opponents have perhaps irritated the public 
by their lack of any clear-cut, positive alternative to the 
defence community. Dr Adenauer clings to a few simple 
proposals ; the Socialists have only a mass of complicated 
objections to them. This fact may well overcome the still 
very general opposition among the public to the idea 
of rearmament. If Dr Adenauer finally succeeds in pushing 
the treaties through, he will have created a fait accompli that 
the Germans may accept. In that event, he will probably 
not be blamed for the tactics that now look so dubious. 


s * * 


Cheques from Uncle Joe 


Neatly anticipating Santa Claus by four days, Stalin 
last Sunday (his birthday) awarded “ peace prizes” of 
100,000 roubles ({'9,000) each to seven fortunate people, all 
stalwarts of the “world peace movement.” These prizes 
have now been awarded for three successive years, and an 
analysis of their distribution shows that France leads with 
three out of the twenty prizes awarded ; Prazil, Britain, 
China, Germany and the United States have eu. 1 won two, 
and Canada, India, Italy, Japan, Mexico, North Korea one 
each. Qualified candidates in the Soviet Union itself seem 
to have been lacking ; this year, for the first time, a prize 
went to a Russian, Mr Ilya Ehrenburg, who, oddly enough, 
had earlier been appointed to the adjudicating committee 
(Mr Kuo Mo-jo of China likewise received a prize in 1951, 
despite his membership of the committee). 

If Russia is weak in outstanding “ peace fighters,” at least 
it does better than its satellites. In the three prize lists 
not a single East European appears. There may be little 
point in wasting roublés on countries where military training 
is now so important ; yet surely the satellites can boast some 
trusty peace fighters: Mr Rakosi, for instance, who 
brightened the Vienna Peace Congress by announcing in 
Budapest, as it met, that he would flinch from no sacrifice 
necessary to the militarisation of Hungary. Why are they 
neglected, while the roubles go to an octogenarian Mexican 
general and an American parson (who refused them) ? Does 
Stalin feel jthat it would be tactless to award prizes to 
men who might soon share the fate of Rajk, Kostov, Gomulka, 
Clementis, Slansky and Sling ? 
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Healing Themselves 
The Danckwerts award’ has considerably 


raise 
financial prestige of general practice in the health roa se 
for some time it has been widely admitted that a monetary 
stimulus was not enough to raise its professional Prestige 
in the eyes of both medical practitioners and the pubic 


Something else is needed ‘to attract able young doctor 
into general practice and to provide an incentive to keep 


them up to the mark once they are established. Too often 
today, the newly qualified become general practitioners 
merely because they see no hope of ever becoming cop. 


sultants or specialists. 


The idea that has won most favour within the profession 
itself is the formation of a College of General Practice 
On New Year’s Day, the idea will become fact, and the 
functions and organisation of the new body are set out in the 
report of the steering committee published in the British 
Medical Fournal of December 20th. Two sentences in this 
report stand out as illustrative of the need for some such 
stimulus: “if a doctor is discouraged there is no branch of 
medicine in which he can deteriorate more rapidly”; and 
“medical students (the majority of whom enter general 
practice) often qualify without ever having met or spoken to 
a general practitioner, and without having seen him at work.” 
One of the college’s functions will, therefore, be concerned 
with undergraduate teaching. It will not institute a qualify- 
ing examination ; but in a variety of ways it will help teachers 
of medical students to overcome the specialist bias in their 
curriculum by introducing some of the techniques and ex- 
perience of general practitioners. Its main function, however, 
will be to provide a continuing incentive for established pract- 
tioners. It will set standards of general practice ; help to 
keep practitioners up to date; act as a clearing house of 
ideas and information and encourage research. 

Apart from the foundation members, it has still to be 
decided how election to membership of the college will take 
place. In a materialist world, moreover, some may wonder 
whether the professional distinction of membership will have 
to be backed up by a financial reward if the incentive is not 
to lose its strength as the years pass. There is also the danger 
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If nature is kind, a man may live in health 
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to a hundred years, a tree to a thousand. 
| Man’s knowledge of the chemistry of health 


is increasing. Through science man is gradually 


, making nature kinder and more predictable. 
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Fisons are in the business of chemicals. 
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; Their main manufacture over the 
last hundred years has been 

chemical fertilizers to enrich the soil. 

But they make chemicals 

for medicine and industry, too. 

Fisons contribute to Britain’s harvests, 


health and wealth. 
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The towering drying 
cylinders of Britain’s 
largest boardmaking 
machine whose crews 
produce a greater 
weight of board per 
man than any similar 
machine in the world. 


ee oe 


years of 
teamwork 


There are machines at Thames Board 
Mills so great in length, width and depth 
as to dwarf the men who work on them. 
But it is only in size that human stature 
is eclipsed. During fifty years of board- 
making, Thames Board Mills Limited has 
put the welfare of its employees above all 
else. The result is teamwork and an ever- 


growing list of long-service employees - 


through whose craftsmanship the pro- 
ducts of Thames Board Mills meet the 
critical needs of thousands of customers. 


THAMES BOARD MILLS LIMITED 
Purfleet, Essex and Warrington, Lancs 


Manufacturers of: 
“ "THAMES BOARD ” for cartons, etc. 
“FIBERITE” Solid and Corrugated Packing Cases 
“ESSEX” Wallboard 
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Pine wire—molybde- 
num and tungsten— 
ts an essential com- 
ponent of electron 
walves. These giant 
wheels are used tn the 
preliminary drawing 
processes. 


PROGRESS IN 


ELECTRONICS 


r the course of its progress the electronics industry has had a 
profound influence on many subsidiary industries. Twenty- 
five years ago, for instance, Britaini’s annual output of fine 
molybdenum and tungsten wire was about fifty million yards. 
Today, this figure represents little more than a month’s produc- 
tion in Mullard’s own giant plant. These enormous quanuties 
are largely absorbed in the manufacture of Mullard radio valves, 
television tubes and other electronic devices. 


Mullard make this.vital raw material themselves in order to 
control the quality of their products from the earliest stage of 
manufacture. The factory in which it is produced is one of the 
most efficient in the world, and the advanced manufacturing 
methods and the specialised skills employed there are typical of 
the whole Mullard organisation. : 


Yet electronics itself is still in its infancy. New applications 
in industry, communications, medicine and defence are being 
devised at an ever-increasing rate. The Mullard contribution, 
in research and production, is one of the more significant aspects 
of this remarkable development. 


Mullard 





MULLARD LIMITED 
CENTURY HOUSE, SHAFTESBURY AVENUE, LONDON, W.C? 
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that the college’s activities will attract only those who are 
good doctors im any case,.and.that the mediocre will lose 
inrsrest once the initial enthusiasm has spent itself. It would 
periiaps be as: well, therefore, if the college began modestly, 
developing im accordance with the support it receives, rather 
thin launch out om a grand—and grandioye—<scale that 
cannot be maintained, 


* *« * 


Overflowing Prisons 


The annual report of ‘he prison commissioners 
[Cmd. 8692} repeats last year’s depressing tale of a steadily 
increasing prison population. One of the few encouraging 
facts is that the proportion of discharged Borstal cases not 
reconvicted, or reconvicted once only,.seems to be recovering 
slowly from the low level to which it fell after the war. 


The overcrowding which the big prison population has 
led to is now well known. Attention is usually concen- 
trated on the fact that many prisoners have to sleep three 
in a cell; but the commissioners also point out that the 
shortage of prison accommodation creates other difficulties 
as well; As the second diagrany shows, by contrast with 
earlier years, the courts now tefid to pass longer sentences 
of imprisonment. The commissioners comment that 
prisoners serving over three yeats ought to be removed as 
soon as possible from local prisons to central prisons, which 
are suitable for long sentences. Owing to the shortage of 
| DAILY AVERAGE PRISON 
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accommodation, “ordinary” prisoners can now go to a 
-cntral prison only if their sentence exceeds four years, and 

‘n only after a wait of nine months. The number of 
men serving sentences of preventive detention already 
‘xceeds by about 100 the places available for them, and 
(he position is bound to get worse as more are sentenced 
octore the first preventive detainees are discharged. 


Nevertheless, the commissioners rightly criticise the 
courts for sometimes failing to make enough use of this 
‘orm Of punishment. Prison officials try to impress men 
catenced to corrective training that a subsequent recon- 
10N May mean a sentence of .preventive detention. But 
“ 36 prisoners teleased from corrective training, who were 
‘convicted while on licence and were eligible for preventive 
Uctention, only three were given this sentence. The com- 
‘issioners comment that a deterrent threat which is not 
‘-alised will soon lose its force. This would be particularly 
regrettable, since the Governor of Parkhurst, where pre- 
ventive detention prisoners serve the second and third 
ages Of their sentence, has noted that many of them have 
vritten to their relatives advising them not to risk a similar 
~ntence. There seems little doubt that in corrective train- 


ce 


ing and preventive detention the courts have two strong 
weapons to combat crime and the recidivist—if only they 
would use them. | 


* * * 
Did You Give Him Cigarettes ? 


In 1951, for the first time, the number of deaths from 
cancer of the lung exceeded the number of deaths from 
respiratory tuberculosis. This fact, illustrated. in one of the 
accompanying diagrams, is recorded in the British Medical 
Journal of December 13th. The same issue also contains the 
results of an inquiry—or rather an extension of an earlier 
inquiry—by Dr Doll and Professor Bradford Hill into the 
smoking habits of a series of patients with lung cancer com- 
pared with those of a matched group of patients with other 
diseases. 


The inquiry was most carefully undertaken, and yielded a 
vast number of findings which cannot be given here. The 
most significant results are the virtually complete absence of 
non-smokers among the male lung cancer cases and the con- 
siderably higher proportion of heavy smokers (defined as 
smokers of more than 25 cigarettes a day or the equivalent 
in pipe tobacco). The comparisons are shown in the other 
diagram. 

The inquiry took place in hospitals in London, Bristol, 
Cambridge, Leeds and Newcastle, and the differences sum- 
marised above were present consistently in each of the five 


‘areas. Dr Doll and Professor Bradford Hill estimate, on 


certain assumptions, that whereas among men aged 45-—64 
who are non-smokers the death rate from lung cancer is 
negligible, in those who are heavy smokers, it is 3 to 5 deaths 
per annum per 1,000 living. The use of a petrol lighter, 
often blamed for any association between smoking and the 
disease, was found in this inquiry to be as frequent among 
the smokers in the control casés as among those with lung 
cancer ; inhaling was not a significant factor ; and there was 
no appreciable difference between the two groups when 
analysed according to the Registrar-General’s social classes. 
On the other hand, more of the control group used a cigarette 
holder or smoked filter-tipped cigarettes than those who had 
developed lung cancer. And it is evidently not so dangerous 
to smoke a pipe. 


The authors of the inquiry are, of course, careful to point 
out that cigarette smoking is not the sole cause of cancer of 
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the lung. They do, however, conclude that it is an important 
factor in producing the disease, and they suggest that the 
increased tobacco consumption of recent years may be, ia 
part at least, responsible for the imcrease in cases of lung 
cancer. Perhaps.it should also be pointed out that women do 
not altogether escape scot-free from the inquiry. Most of 
the findings for women are in the same direction as those for 


men, but women are on the whole much less prone to heavy 
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THE ECONOMIST, Decen ber 27, 198) 


Letters to the Editor 


Commonwealth by Thrift 


Sir—In your issue of December 2oth 
you comment on some of the suggestions 
for a ten-year expansion of investment 
and exports, which I made in a recent 
Fabian lecture. May I say that I 
welcome these comments, since my sug- 
gestions were made tentatively, so that 
they might benefit from discussion and 
criticism. 


You say that the critical issue is: how 
can savings be increased? I agree. I 
said in my lecture that “ we must accept 
squarely the inevitable- corollary that 
consumption cannot rise rapidly,” and 
that “we cannot have reductions in 
taxes on the rich and further luxuries.” 

To get the savings needed, we must 
be honest enough to make a major 
decision. Saving is either individual or 
corporate. Individual saving * cannot 
alone cover the gap unless direct taxes 
are so reduced as to restore the grotesque 
inequalities of pre-1914. Small reduc- 
tions will mean more spending and 
inflation, not saving. 


Therefore, corporate saving must be 
raised. Here company saving will play 
a part; but if we are going to make any 
progress towards a more democratic 
ownership of property, profit taxation 
must be used so that expansions (at 
least of large companies) come partly by 
way of outside borrowing, and not 
wholly by retained profits and hence 
private capital appreciation. (For small 
companies, there is a case for a higher 
Profits Tax exemption level.) 


There should also be a large future 
fé6r corporate saving -through national 
insurance, private imsurance, and pen- 
sions schemes of all kinds. Raising of 
the retirement age will assist this, as 
well as so much else. 


But experience of the last few years 
shows that this will nct be enough. 
Therefore, for a far-reaching ten-year 
investment programme, a Budget surplus 
is likely to be necessary. This must 
mean, for a time, continued high taxa- 
tion of profits, large incomes, and for- 
tunes—perhaps adjusted so as to 
encourage saving. As you so rightly 
say, saving means “ consuming less ; and 
it has to be done by people.” It also has 
to be done by people already consuming 
more than bare necessities. 


So the needs of social justice happily 
coincide thus far with economic necessi- 
ties. Is not this a programme behind 
which we could all unite for the sake of 
the country’s future, and which you— 
with your great influence—might take 
the lead in propounding ?—Yours faith- 
fully, DouGias Jay 

House of Commons 


[We welcome the wide basis of agree- 
ment om the need for more saving that is 
beginning to appear. In no factious spirit, 
but simply out of candour and caution, we 
would add that a great deal depends on 
how “social justice” is defined. Of 
course, everybody would agree that no 
reduced consumption should be required of 


people who already consume only bare 
necessities. But after six years of Labour 
rule, Mr Jay would doubtless agree that 
there are very, very few of these.—EpiTor.] 


Cortisone for Politics 


Sir—Why does Mr C. J. Stewart 
assert that the alternative vote might 
“jeopardise our chances . . . of enjoying 
effective government”? In 1951 Labour 
obtained nine marginal seats with 
majorities smaller than the Liberal vote. 
If the alternative vote had been in opera- 
tion, and if Labour had gone to the 
country on a policy of left-wing 
socialism, Liberal seeond preferences 
might have given the Conservatives a net 
gain of close on twenty seats. 


Since the abhorrence of a politician 
for the wilderness approximates to that 
of Nature for a vacuum, your case that 
the alternative vote would ensure the 
effective rejection of extremism by 
Centre opinion looks strong. Moreover, 
if the major parties were forced to heed 
moderate opinion, the present unsavoury 
exhibition of sham fighting at West- 
minster might cease. Further, to dismiss 
the alternative vote as “inept” because 
it does not also solve related but separate 
problems arising from the overloading of 
Parliament is to curse a sixpence for not 
being a shilling —Yours faithfully, 


L. A. JACKSON 
Weybridge 


* 


Sir,—You perhaps have the House of 
Lords out of sight a little too quickly. 
The arguments over steel have, you say, 
become stale; it is apparently unaccept- 
able to reiterate the necessity of trying to 
ensure by denationalisation that in future 
a party shall not push through Parliament 
any legislation it desires in the knowledge 
that it will not be undone. If, then, a 
prospective change of government is no 
guarantee of the reasonableness of the 
party in power, then the strongest case 
must be made for reinstating the House 
of Lords as an effective instrument of 
delay, as the guardian of moderation in 
the all too immoderate politics of today. 
The reform of the House of Lords is 
very much more important than either 
party cafes to recognise.—Yours faith- 
fully, Peter STEIN 

Balliol College, Oxford 


Comment and Defamation 


Sir,—From your article of November 
Ist it seems that, like many others, you 
have misunderstood the case of Jones v. 
Hulton. Mr Artemus Jones (who later 
became Judge Sir Thomas . Artemus 
Jones) did not sue the newspaper corre- 
spondent, who did not know him and had 
no intention to defame. (Sub-conscious 
memory may have accounted for the 
choice of name, as correspondent and 


_ Plaintiff had worked for the same group 
of newspapers.) The action was brought 


against the’ proprietor of the newspaper, 


. 


who did know the plaintiff, «ho admitted 
in cross-examination that he had read th 
article in proof, that at firs: reading he 
thought it referred to the plaintiff and y 
allowed it to be published as jt ‘aa 
Clearly this was no case of 


publishj 
allegedly defamatory words, “ innocently 


that he has been defamed, nor can it be 
called an “ unintentional libe!.” Fugthe, 
Section 4, sub-section 5, of Mr Harold 
Lever’s Defamation Act, 1952, provides 
that words shall be treated as published 
“innocently” only if “the publisher 
exercised all reasonable care in relation 
to the publication.” It would seem, there. 
fore, that under this new Act *My 
Artemus Jones could still have recovered 
damages. 


Mr Artemus Jones’s case was not q 
“ gold-digging ” action. If it had been 
the superior courts would almost cer. 
tainly have sent the case back for a new 
trial, on the ground of excessive damages, 
Reasonable men, some of whom gave 
evidence at the trial, believed that the 
article (which purported to describe what 
the writer actually saw at Dieppe) 
referred to the plaintiff. Indeed, it was 
only when he found that his reputation 
had suffered damage that he felt himself 
compelled to bring the action.—Yours 
faithfully, 

Micprep ARTEMUS-JONES 
Bangor 


[We did not argue that the decision in 
Jones v. Hulton was, of itself, authority for 
saying that the victim of an unintenuondl 
libel could always recover some damages. 


It did, however, suggest that he might, 
and in later cases he did. Unfortunately, 
therefore, the name of Sir Thomas 


Artemus Jones has become coupled with 
a kind of action quite other than that which 
he brought.—EbirTor.} 


Growth of Pension 
Schemes 


Sir,—The letter published in your 
issue of December 13th secks to draw 
attention to the fact that employers 
would save money, and provide exactly 
the benefits required, by running private 


. pension schemes. 


Surely over-much weight can be placed 
on the actual saving in cost, since the 


administrative work entailed in the 
efficient running of such schemes 


involves considerable clerical labour, 
salary, as is only too well known by those 
with experience of this type 0! work. 
Furthermore, the life assurance offices 
transacting pension schemes provide, 
gratuitously, valuable actuarial guidance 
which, in the initiation of a privalt 
pension scheme, might well represent # 
further initial expense. 

As many have found in other cas 
besides that of life assurance, “ n¢t cost 
can be not only misleading but also 4 
dangerous measure of value.—Yours 
oe M. G. HEPBURN 


Eynsford, Kent 
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- Books and Publications 


Historian’s Confectionery 


Rumours of Wars. By A. J. P. Taylor. 


An historian who takes pupils is under 
the same compulsion as a journalist who 
writes leading articles ; he has to form, 
quickly and firmly, opinions on subjects 
of whith he has not always special 
knowledge. The mark of. stimulating 
tutorials is vivid throughout this excel- 
lent collection of essays and articles ; 
again and again one hears the chuckle of 
the don unmasking the clichés of the 
History Sixth or provoking a protest 
from the chaplain. Was Bismarck a 
wicked man? Well... “when men 
dislike Bismarck for his realism, what 
they really dislike is reality” ; he lacked 
humbug but did not lack principles, 
“only they were not liberal principles.” 
Likewise the Crimean War, “the war 
that would not boil”: the real decision 
there came—not from Britain—from 
Austria and Prussia, the “third force” 
that stayed out. Their policy caused the 
war because the Tsar thought they were 
reliable satellites of his, while the 
western powers thought they would join 
their side and inflict a full-scale defeat 
on Russia. Austria and Prussia did not; 
and the result was an indecisive war, 
with the excellent but unpredictable 
result that the balance of power in 
Eurepe was strengthened. 


Then there is -Mr Taylor the 
journalist, who writes dogmatically and 
confidently on the issues of the day. We 
know next to nothing about how Soviet 
* policy is formed—agreed. Therefore let 
us beware of hostile or friendly 
generalisations—again agreed ; but then 
the historian sails in where leader- 
writers fear to tread and says that fear 
is at the root of Soviet policy and that 
the best way to overcome the fear is by 
trade. Similarly, the mystery of De 
Gaulle has made lesser pens hesitate ; 
but there is no mystery after all. He 
created his legend not for his own sake, 
but for the sake of a France which he 
thought could be again illuminated with 
grandeur. He cheated the Communists 
of power in 1944 “by being like them, 
not by being different.” As for the 
Gaullists they are really doctrinaires. 


Sich epigrams whistle past the eye as- 


the pages are turned. “The Holy 
Alliance was a Cominform of Kings” ; 
one might equally say that the Comin- 
form is the Holy Alliance of Commissars. 


Between the mille-feuilles and the 
sugared almonds there is the solid fruit 
cake of “Prelude to Fashoda” -and 
“ British policy in Morocco, 1886-1902.” 
This is Mr Taylor digging deep in the 
Record. Office, bringing up day-to-day 
detail and spreading the footnotes. The 
result is impressive and nourishing, but 
indigestible. Yet without it we would 
be less wise about the real reasons for 
the Anglo-French entente, and less con- 
vinced that tiny mistakes, difficulr little 
decisions and the’ most unfamiliar 
factors (in this case the difficult tribes- 
men of Morocco) bring about the great 
swings in policy. If Mr Taylor is right 
here, the journalist murmurs (and he 


Hamish Hamilton. 


262 pages, If§8. 


cannot possibly be sure) then he is 
probably generally right elsewhere. 

This digging and scratching around 
the roots of wars and persons 1s most 
skilfully done; and by good arrange- 
ment the book has a certain dramatic 
shape. It begins with other historians, 
takes us to the present day via Napo- 
leon It1, Bismarck, “ Joe at his Zenith,” 
Northcliffe and Geoffrey Dawson, 
Stalin, Mr Kennan. At the end we feel 
that Europe is dead but the West sur- 
vives; it is given a prescription for 
further survival: 

There is a third way between 
Utopianism and Despair. That is to take 
the world as it is, and to improve it ; 
to have faith without a creed, hope with- 
out illusions, love without God. The 
Western world is committed to the pro- 
position that rational man will in the end 
prove stronger and more successful than 
irrational man. If the Western world 
abandons this proposition, it may 
conquer Communism but it will destroy 
itself. 

One can only say, after all that has 
gone before, that it is a surprising 
peroration. Perhaps Mr Taylor has 
spent too much time on his specialty of 
foreign policy, of which he says in one 
essay “the great thing about foreign 
policy is that it is a matter of talk, of 
general principles.” Or perhaps Mr 
‘Taylor is displaying what the publisher’s 
blurb describes as his “ gaminerie.” 


German Recov ery 


L’Economie Allemande Contempor- 
aine. Allemagne Occidentale 1945- 
52. By André Piettre. M.-Th. Genin. 
Paris, 672 pages. ~ 1500 francs. 


This monumental study will be a 
standard work for all those interested in 
the German problem. Its first part, after 
a short introduction, deals with Ger- 
many’s collapse and the Allies’ attempt 
to reduce’ its excessive economic power 
by a form of repressive planning... A 
second part describes the rapid resurrec- 
tion of Western Germany under the 
Western Allies’ tutelage. The third 
part, “ Associated Germany,” covers the 
still incomplete integration of Western 
Germany in Western Europe and the 
North Atlantic partnership. The book 
is stuffed with carefully selected, judici- 
ously tabulated facts, which are lucidly 
interpreted by an author who digs well 
below them. He is scrupulously fair, 
yet he cannot disguise his dislike of 
“ German Dynamism ”; he prefers Mon- 
sieur Proud’homme digging vegetables 
to Faust draining marshes. Though he 
dislikes the “Neo-Liberal” policy, 
which has made possible “ the miracle 
of Germany’s rapid industrial ‘Tecovery, 


he has to acknowledge «that an austere ’ 


egalitarian policy could not have done 
it. He rightly regrets the lack of social 
response which is clearly in evidence, and 
the failure to solve unemployment. He 
is fair enough to recognise that the 
creation of capital—especielly physical 
capital—has had to take precedence, and 





* 27, 1983 
he. rightly criticises the mu: ection of 
investment that has frequent!) occurred 

Monsieur. Piettre’s ana): of the 
Schuman Pact turns on the . uMption 
that Germany is obliged to | 1s neigh, 
bours share in its ample an. eap coal 


and coke supplies, even if itm eh: prefer 
to turn them into finished gods. This 
assumption is justified whe: political 
punishment is being meted «uy: - 


en : . ; a a 
principle of international economic 


policies, it is hardly tenable. \\. Piette 
has some doubts whether We tern Ger. 
many is viable, even when fully 
integrated in the. west. André 
Siegfried, in a few brilliant in: oductory 
observations, raises the far more fatefy! 
question whether a genuine symbiosis of 
France and Germany is possible, how- 


ever desirable it may be. 
Hothouse Country 


Israel. By Norman Bentwich. Ernest 
Benn, 224 pages. 215; 


Before the war, all respectable libraries 
on current affairs housed a she!f of plump 
green books called “The Modern World 
Series.” This thin blue book is their 
worthy successor. In the old series, 
Professor Bentwich wrote a good volume 
on Palestine, and has properly been 
chosen to bring it up to date with 
“Israel.” Among the spate of books 
already written on this new country, he 
has produced by far the mos: useful to 
the traveller and to the ordinary reader, 
Written by an Englishman who is also 
a Jew, its judgments are more balanced 
than those usually uttered by people 
who are one or other ; it is also readable 
and fairly comprehensive. 

It lives up to the succinctness of its 
title. There are already far too many 
accounts of the frustrating time of the 
mandate, and it relegates this subject to 
ten pages that are wonderfully com- 
pressed. Room is found for external but 
relevant topics such as the changed dis- 


‘ tribution of Jews in the world, and the 


relations of the state with the Diaspora. 
Im the part that deals specifically with 
Israel, the best chapters are on its social 
standards (tribute is paid to the shelter 
afforded by the mandatory during their 
formative years), on culture, and on the 
machinery of government. The economic 
section is weaker, for it devotes too 
much space to plans and too Iitt'c to Ine 
annual conjuring trick whereby inter 
national payments have been balanced 
by a country that is buying so very 
much more than it sells. The expedients 

are a mystery to the layman, 


‘and would have been worth ex) .:":n¢- 


Israel has been described—a- 's here 
described-—as “a nation in :; ro 
mt nas 


cooker.” The pace of develop: 
been so hot that jit must have been 


_ difficult to decide at what sp! \-second 


to crystallise impressions on tc papel. 
Professor Bentwich has stuck 1 ©ss¢f- 
tials, and has successfully contrived 


give a picture that should last ': some 
time. "But in doinig 90, he has 1° Jed t0 
_ sound off corners, and has »<rloree 
geen genaia of rte: ad 
composure, whereas . Israel’s 9 position 
is still the reverse of smootli or + ‘ate. 
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Foreign Aid’s New Year * 


Washington, D.C. 


~ .) far, few hints have been dropped about the Eisenhower 
s \dministration’s plans for foreign economic policy, doubt- 
less because it has not yet developed any. In such a situation 

empting to fill the vacuum with speculation ; but the 
evidence varies so widely that any number of policies and 
:1tudes on foreign aid in the future can be forecast, ranging 

, the most generous and forward-looking to the most 
pinchpenny and regressive. Some, however, of the dangers 
and contradictions of such speculation can be avoided by 
examining the legacy of a proposed aid programme for the 
coming fiscal year, 19§3-§4, which the incoming Administra- 
tion will inherit from the departing one. 

[hat programme, now being hammered out between the 
Director of Mutual Security and the State and Defence 
Departments on the one hand and the Budget Bureau and 
White House on the other, is bound to condition what the 
Eisenhower Administration does. The new government can 
change the amounts of the proposed authorisations and appro- 
priations, it can doctor some of the ideas, it can throw out 
whole sections and, conceivably, it cam insert some quite 
different measures, But if for no other reason than that of 
the Congressional time schedule, it will be sharply constricted 
by the proposed legislation which the old Administration 
will send to Capitol Hill not later than January 18th, just 
two days before the new government takes office. 


* 


As Mutual Security officials now plan it, the next fiscal 
year’s programme will be a transition measure, retaining most 
of the methods and techniques of this year’s and last year’s 
legislation, but at the same time containing the seeds and, 
indeed, a number of shoots of a new and significantly 


different system of aid for future years. 


As this mixture of old and new hangs suspended between 
the Budget Bureau and the operating agencies, the total 
amount of money to be requested for the programme is not 
yet fixed. It is clear the Administration cannot ask the 
Congress for a larger authorisation than the $7.9 billion which 
was sought for the current year, 1953, ending on June 30th. 
Equally clearly, the Administration wants more than the 
$6 billion Congress gave it this year. The best assumption 
at the moment is that between $6.5 and $7 billion will be 
requested. Between $4 and $5 billion of this will be ear- 
marked for Western Europe. Every effort will be made to 
reduce that portion to be disbursed as “defence support,” 
that is, as straight dollar grants. During the current year, 
$1.3 billion was appropriated for that purpose, but Mutual 
Security officials and Congress alike are determined to wipe 
out this last relic of the Marshall Plan pattern as quickly 
| and completely as possible. Some direct dollar grants of 
(his kind will be necessary for those non-hardy perennials, 
Greece and Austria ; but the plan is to use different devices 
to take care of the two other most obstinate deficits, those of 
France and the United Kingdom 


‘The bulk of the funds for Western Europe will fall, as 
they now do, in the category of military assistance, but it is 
proposed to expend a larger proportion for offshore procure- 
ment and a smaller amount for finished weapons made in 
the United States. For the present fiscal year, Congress 
appropriated $3.1 . billion for military aid to Western 
Europe ; of this it is planned to commit $1 billion for offshore 
procurement before the fiscal year ends next June. In the 
following year, the goal for offshore procurement is likely 
to be nearer $1.5 billion. 


Whether this higher ratio of funds dedicated to placing 
contracts for munitions production in Europe will solve, tem- 
porarily at least, the most pressing aspects of the United 
Kingdom’s dollar problem is the subject of much debate at 
present. If it is concluded that it will not, the Administration 
will attempt to devise other means, perhaps simply direct 
dollar assistance in defence supporting funds or perhaps 
dollar grants after the manner of the old “ Additional Military 
Production” programme, to pay for the creation of more 
munitions plants, equipment and payrolls. 

It seems clear that special help will also be needed next 
year for France, whose problem is a budgetary rather than 
a dollar one. .Various devices suggest themselves: more 
offshore procurement ; direct grants ; furnishing additional 
munitions for the Indo-Chinese fighting ; appropriations 
directly out of the Far Eastern rather than the European 
section of the aid legislation ; picking up a larger share of 
the bill for French military expenses either in France or in 
Indo-China-—and one or another of these, or a combination 
of several, will be adopted. 


In the Bill now being proposed there will be emphasis 
on two principal methods of building a bridge to the pattern 
of economic assistance that is hoped for in the future. The 
first is that the Point Four idea should be converted from 
merely supplying technical experts to a real public works 
development programme, and the second is a major move 
toward substantial American public investment. abroad to 
increase. production of industrial raw materials and even 
foodstuffs. In neither case, however, can the amount of 
funds run up to the billion or two dollars that ardent 
advocates of this sort of system, such as Mr Paul Hoffman, 
would like to see. The difficulty is that projects to absorb 
any such amount are not now in hand and cannot be worked 
up within the short space of 12 to 18 months. Accordingly, 
the request for funds for public works development—princi- 
pally power, water and communications projects in the back- 
ward areas of the world—may not exceed $300 million for 
1954 ; in future years, it is to be hoped, the total will be 
many times larger. 

Thére are as yet no useful estimates on how much money 


** AMERICAN SURVEY ”’ is prepared partly in the 
United States, in London. Those items which 


are written in the Vinitea States carry an indication 


to that effect; all others are the work of the editorial 
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the Administration will request Congress to appropriate for 
expanding production of raw materials abroad. As officials 
see the problem, it is to provide money on terms which the 
International Bank for Reconstruction and Development and 
the Export-Import Bank cannot offer. In effect, it means 
lending dollars for repayment in local currencies, when dollar 
earnings are not available. Appropriations for this purpose 
will probably be made only if Congress, the new Administra- 
tion and American business become convinced, as officials 
of the’ present government are already convinced, of two 
things: first, that the findings of the Paley Commission report 
are basically accurate and that the United States requires 
a great increase in materials ; and second, that the existing 
stockpile programme, aimed at meeting only American needs, 
is insufficient and unrealistic and that stockpiles should be 
adequate for the whole free world. 


Such, then, are the broad and still very tentative outlines 
of the economic assistance Bill which the Truman Adminis- 
tration will present to Congress. But if the present Mutual 
Security Director, Mr Averell Harriman, proposes, his 
successor, Mr Harold Stassen, disposes—with the aid of Mr 
John Foster Dulles, the new President and the new Congress. 
How they will'dispose can only be pure speculation, but it 
is perhaps worth trying to guess. 


Mr Stassen in particular and the new Administration in 
general would seem to be obliged, for political reasons, to 
develop their substitute for the Marshall Plan: a new foreign 
economic policy that is dynamic and ambitious enough ‘to 
galvanise American public opinion, just as the Marshall Plan 
did. It would be quite possible to dress up the proposals 
of the outgoing -Administration and to present them, with 
complete justification, as a departure from the old ideas of 
international charity and as a basis for a new system in which 
_ each nation in the free world earns what it gets and pays 
according to its own ability for its own security, all within 
the framework of inspired international free enterprise. 


As a practical matter, Mr Stassen has little choice in the 
area of direct military assistance to Western Europe. In the 
time available before next year’s authorisations and appro- 
priations must be completed, he cannot work up a plan 
radically different from that which the Harriman office pro- 
poses for weapons and offshore procurement help. It is 
doubtful, moreover, that he would want to. He is certainly 
predisposed in favour of the concept of letting Europe earn 
as much of its way as possible by producing its own muni- 
tions. Similarly, Mr Stassen is emphatically on record in 
favour of much heavier financial aid to develop backward 
areas. He has castigated the Administration for “losing 
China ” through failure to give it that sort of assistance, and 
has uttered warnings that India will fall to Communist sub- 
. version unless the present aid programme there is vastly 

enlarged. Whether he would accept the third step, the 
employment of taxpayers’ dollars to expand production of 
raw materials abroad, is not known. 


By temperament (and consuming political ambition) Mr 


Stassen is an empire builder and budget grabber ; he can be | 


expected to ask for more, not less, money for whatever énter- 
prise he happens to be in charge of. But by temperament— 
and by campaign promises—the Republican majority in 
Congress is the champion of economy, and there is no field 
so politically inviting to economy today as foreign aid. The 
conflict between those two forces will be as interesting to 
watch as its outcome will be uncertain. 


- for these slights was put by 


oak 


THE ECONOMIST, December 27, 195) 


~ American Notes 


Olive Branch for the Senate 


Senator Taft has announced that he will be a Candidate 
for the Republican leadership in the Senate, something by 
would not do until he was sure his election would be un. 


contested. At one point it looked as though this important 


position, which carries with it responsibility for the Adminis. 
tration’s legislative programme. in the Senate, wou!d g0, for 
the sake of peace, to Senator Bridges, although he preferred 
to be chairman of the Appropriations Committee, now that he 
has a chance to practice the economy he has always preached. 
Senator Taft had angered General Eisenhower’s friends by 
his resentment, outspoken over the Secretaryship of Labour 
at the President-elect’s failure to take his advice over Cabinet 
appointments. Mr Taft was apparently particularly incensed 
about not being informed that Mr George Humphrey, from 
his own state of Ohio, was going to the Treasury. 


However, many Senators, not noticeably sympathetic to 
Mr Taft in other ways, shared his resentment in these matters, 
feeling that their traditional and jealously guarded preroge- 
tives were being ignored. Senator Aiken, the party’s farm 
expert, for example, was not officially informed in advance 
of the name of the new Se of Agriculture. The blame 
Senators on Mr Herbert 
Brownell, who has been advising the General about patronage, 
and through him on Governor Dewey, who has never treated 
the party’s Congressional leaders with what they consider 
proper respect. 

General Eisenhower evidently realised, or more probably 
was told, that his inexperience had betrayed him into tactless- 
ness and he immediately dispatched a sheaf of olive branches 
to Washington. Meetings to discuss the legislative pro- 
gramme with the Republican Congressional leaders were 
arranged and Senator Carlson, after a visit to New York, 
announced that the President-elect had no intention of break- 
ing custom by interfering in the organisation of the Senate. 
This. intimation made Senator Taft a present of the party 
leadership he wanted ; it is a constructive job for which he 
is well suited by legislative ability and political standing. 

But his appointment means that in both Houses all the 
Republican leaders will come from the right-wing group who 
opposed General Eisenhower’s nomination. It seems, how- 
ever, that this is a price the new President has to pay for 
the co-operation which is essential, in view of the smallness 
of the official Republican majority in the Senate. It is now 
being suggested that the unofficial majority of conservative 
Republicans and southern Democrats should be cemented 
by making “ sound ” Democrats into vice-chairmen of com- 
mittees, something the Senate has never had before, and by 
giving control of patronage in the South to Democrats who 
supported General Eisenhower, rather than to the slightly 
disreputable Republicans below the Mason-Dixon line. 


* * * 


Keeping Controls Alive 


Mr Michael DiSalle has agreed to return to Washington 
as Economic Stabiliser to keep wage and price controls alive 
until the new Administration takes over next month. Mr 
DiSalle, the outstandingly successful price administrator 
who resigned early in the year to run for the Senate, |S 
probably the only man who could. The whole stabilisation 
machinery, already weakened by economy and the Republi- 
can victory, was dealt an almost fatal blow when Mr Truman 
decided to over-rule the recommendations of his own wage 
board in the coal case. The resignation of Mr Cox, its chait- 
man, was followed by a walk-out of all the members repre 
senting industry on the tripartite board, who felt that this 
favouritism to the miners and Mr John L. Lewis reduced 
all wage control to a farce. The Administration has had 
to admit defeat in its search for replacements ; any business 
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man ready to accept so’short-term and so uninviting a public 
service has proved unwilling to defy the boycott proclaimed 
by the National Association of Manufacturers and the 
Chamber of Commerce. 


With 12,000 wage cases waiting for decisions, hcwever, 
some means of carrying on the work of the board had to 
be found if the trade unions were not to present an equally 
united front of: criticism. Some workers and employers 
have been waiting nearly two years for a verdict on the 
legality of their arrangéments. The board’s powers have, 
therefore, been vested in the four public members, who will 
work out no new policies, but devote themselves to applying 
the old standards to the queue of cases. The electrical 
workers, the largest single group concerned, have already 
been given a Christmas present of a § per cent wage rise. 


Mr DiSalle, who was first called in to determine what 
should be done about direct controls in the few weeks left 
te the present Administration, argued in his report not 
only that they should not be dropped at once, but also that 
the new Administration would be wise to retain at least 
a framework of controls which could be made effective in 
an emergency. He believes that today’s economic stability 
could be upset overnight by a-new spending spree or more 
extensive military operations abroad. The direct controls 
now in effect expire on April 30th, and they could be dropped 
at any time by the new Republican Congress. But with the 
approach of responsibility, even the most conservative 
Republicans are showing less zest for making a clean sweep 
of the stabilisation machinery. Senator Capehart and Mr 
Wolcott, the committee chairmen of the new Congress who 
will determine the future of economic policy, have promised 
to do nothing before they hold hearings in February, and 
are able to discover the views of the new Administration. 
And Senator Lodge, General Eisenhower’s representative, is 
apparently sympathetic to Mr DiSalle’s suggestion that the 
Republicans should appoint someone to become familiar with 
the problems of wage and price control before they have 
to make up their minds about them. 


Chinese Dragon 


After nearly three years of harassment by Senator 
McCarran and Senator McCarthy, who called him, on 
different occasions “the top Soviet agent in America” and 
“a conscious tool of the Soviet conspiracy,” Professor 
Lattimore, the Far Eastern expert, is to be tried, probably 
in March, on seven counts of perjury. It is alleged that he 
lied when he told the McCarran Internal Security Committee 
that he had not been a “sympathiser or any other kind of 
a promoter of Communist interests”. and that he misled 
it on a number of specific points, by denying, for example, 
that he knew before 1950 that a certain Chinese was a 
Communist. If he is found guilty on all counts, he might 
be sentenced to as much as seventy years in prison. 


It is said in some quarters that this will be a sensational 
trial, rivalling that of Mr Alger Hiss. Certainly to those 
intent on proving that Communist influences in the State 


Department were responsible for the “loss of China,” it- 


will appear as the opportunity for a grand inquest. But it 
must be remembered that Professor Lattimore is, and was, 
a private citizen, only consulted on occasion by the State 
Department, not a government servant ; and that the perjury 
charge in his case is not the substitute for a more serious 
one. He stoutly asserts his innocence of any charge, but 
even if he had been a member of the Communist party, that 
was and is no crime. In the meantime Johns Hopkins Univer- 
sity, which employs Mr Lattimore, and has now given him 
leave of absence with pay to fight the case, has refused to be 


intimidated and has taken a firm and courageous stand for 


freedom of conscience. 
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Mr John Carter Vincent, a career diplomat long assoc; 
with Chinese affairs, is also likely to be thrown to ic Chat 
American dragon. The Federal Loyalty Board. the highest 
court of appeal, has concluded that there are “ reasonable 
doubts” concerning his loyalty, and has recommended hig 
dismissal. Mr Vincent, now Minister in Tangicr, has been | 
suspended until Mr Acheson returns. What has disturbed | 
many thoughtful Americans is the weight given by the board 
to the fact that Mr Vincent, at a time when American policy | 
was to favour General Chiang ‘Kai-shek, indulged in « studi 
criticism ” of the Generalissimo, and “ studied praise ” of the - 
Chinese Communists. This appears to come perilously near 
penalising a man many years later for unpopular. and perhaps 
mistaken, opinions, and to run the risk of paralysing the 
independence of the foreign service. | 

The Supreme Court recently, when it threw out the 
Oklahoma loyalty oath law, drew a distinction which js 
pertinent to all loyalty investigations. State employees wer 
required to swear that they had not, within the past five J 
years, been members of an organisation on the Attorney- 
General’s “ subversive” list. The Court found the statute 
unconstitutional because it did not differentiate between | 
innocent and knowing membership, and Justice Black wrote 
that 

test oaths are made still more dangerous when combined 

with ‘bills of attainder which, like this Oklahoma statute, 

impose pains and penalties for past lawful associations and 
utterances, ; 





































* * 7. 
Acid Test for Chemicals 


The chemical industry ends the year with one eye on its 
mushrooming capacity and the other on its sales charts. Its 
vulnerability to trade winds was shown last summer when 
sales slumped during the textile recession and then during 
the steel strike, for today chemicals play a part in almost 
every American factory. During the post-Korean crisis, 
chemicals were in short supply and long demand but, with 
the stretch-out of the defence programme and the increasing 
capacity of the chemical industry, the pendulum has begun 
to swing back. Queues no longer form for sulphur ; industrial 
alcohol prices fell from 90 cents a gallon in January to a low 
point of 40° cents last summer; there have even been 
suggestions of over-production in drugs, pesticides and 
plastics, and of demands for tariff protection against foreign 
competition. All but two of the interim goals for expanded 
manufacturing capacity for 58 chemicals, established in the 
defence mobilisation programme by the National Production 
Authority, have been achieved. The NPA must now 
determine the quantities of chemicals that would be required 
if there were complete mobilisation; but when it does some 
chemical firms will be reluctant to expand to meet such. 
purely military demands, for they fear excess capacity should | 
the international situation improve. 


The growth of the chemical industry, quite apart from the 
stimulus provided by the government, has been prodigious, 
and is still under way ; it is now in the midst of 2 $6 billion 
development programme that started in 1951 anc will end 
in 1955. A string of superlatives is needed to write the | 
history of this industry ; it has had an annual rate of expal 
sion three times greater than the average for other Americaa 
industries, and since the war has been growing (ster that 
even it considers normal, In the last twelve yeurs it has 
doubled its plant and quadrupled its sales, so tha: the slight 
easing of the markét last summer still leaves chemicals fat 
out in front of other businesses. One of the newer chemical 










fields, that of petro-chemistry, the derivation of hea 
from petroleum and natural gas, has been a moor factot 
leading to the increased industrialisa = tion of the south and 


south-west. _ : ‘ 
As the huge industrial machine of the United Ste | 
consumes more and more raw materials, metals, fibres 
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“A cup of tea and some 


Acetylsalicylic acid’s the thing for you, Ma’am!” 


You get it from any chemist—but perhaps you know it better by its more familiar name, aspirin. 

It is only one of the many everyday products for which Monsanto makes the basic chemicals— 
and only one example of the many ways that Monsanto serves industry, which serves you, the public... 
In every industry, from pharmaceuticals to foundries, the wide range of Monsanto chemicals 

and plastics is playing an active part. For full advice and information on the 


use of chemicals in your industry, write now to Sales Division. 


* More commonly known as aspirin. Monsanto is the 
largest producer of Acetylsalicylic acid in the country. 
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other natural products are becoming rarer and -more costly. 
They are therefore being replaced increasingly by synthetics, 
from rubber and soil conditioners to detergents and drugs. 
High expenditures on research and the rapidity with which 
these developments were put into commercial production 
have brought an amazing variety of products from an indus- 
try that creates its own raw materials by synthesis and then 
manufactures finished items from them. These modern 
Aladdins will undoubtedly continue to create more wonder 
drugs and miracle fibres which, they hope, will be wonderful 
enough and miraculous enough to withstand the acid test 
of boom or bust. 


+ * * > 
Gargantua of the Air 


The House committee investigating immorality and 
offensiveness in radio and television programmes has advised 
that the industry should be trusted to regulate itself. As 
evidence of how effectively it was doing this, the committee 
reported that the “ plunging-necklines,” to which exception 
had been taken on television, were creeping up since the 
adoption of the industry’s voluntary code last March, and 
that makers of “hard liquor ”—spirits—were refraining 
from advertising on the air. But beer and wines were still 
being presented too temptingly and the policy of always 
bringing the criminal. to justice did not excuse the high 
proportion of crime programmes. The committee recog- 
nised, however, that this was due to television’s rapid growth 
and huge appetite for material. It could consume a full 
year’s output from Hollywood in six weeks, and the effort of 
keeping up with this demand leaves station owners little time 
for careful selection. 


To the committee’s pleasure educational and cultural pro- 
grammes seem to be becoming more popular. The outstand- 
ing example of this is the recent commission given by the 
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National Broadcasting Company to Mr Rober Shery 
who is to write nine hour-long television play; duting te 
next three years. He will be left free to choose his oma 
subjects and treatment and will be paid a six-figure fee and 
royalties, conditions which would make televisi: 


to any dramatist. Another cultural experiment } * haa 
full length telecast of an actual performance of “ Carmen” 
from the Metropolitan Opera House. This was not brought 
into private homes but only. into thirty-one of the hundred 
cinemas which are equipped to show television programme 
piped in by closed circuit. Business firms are beginning to 
take advantage of these facilities to demonstrate products ang 
present annual reports to salesmen and customers : they need 


be invited only to their local cinema, instead of on a long 
journey, in order to see the latest designs in carpets or wash. 
ing machines. At present this is an expensive process 
because of the cost of the special cable, but in the new year 
the Federal Communications Commission is to consider 
reserving air channels for theatre television. 


Meanwhile the commission continues to be choked with 
applications for permits to open new television stations, 
There are still over 900 of these on file but 147 have been 
authorised since April. When these stations are on the air, 
as they must be within eight months of the authorisation; the 
United States will have some 250 television outlets. Already 
no major city is without one. In the last, Portland, Oregon, 
telecasts began in September over the first ultra-high 
frequency channel to come into use and reception is said to 
be better than from the old very-high-frequency stations. It 
is not surprising that manufacturers of television sets, who 
were on a starvation diet last year, are suddenly doing record 
business once again. But it is the spread of the television 
screen as much as the spread of television across the country 
that explains this new demand. A 21-inch screen is now 
standard, and owners of 12-inch screens are trading in their 
obsolete sets, or relegating them to the playroom. 


Shorter Notes 


Mr George Humphrey comes to Washington with little 
knowledge of government but a reputation for being a quick 
learner. However, his special deputy at the Treasury, Mr 
Randolph Burgess, and the new Under-Secretary, Mr Marion 
Folsom, are both men with wide banking and financial experi- 
ence ; both are advocates of conservative fiscal policies, and 
both are firm believers in the independence of the Federal 
Reserve System. Mr Humphrey’s Assistant Secretary, Mr 
Chapman Rose, comes from his Cleveland steel company 
and Mr Charles Wilson, the new Secretary of Defence, has 
also brought in an assistant, Mr Roger Kyes, from his firm, 
the General Motors Corporation, to be Deputy Secretary of 
Defence. The three new service Secretaries, Mr Robert 
Stevens for the Army, Mr Harold Talbott for the Air Force 
and Mr Robert Anderson for the Navy are all business men; 
Mr Anderson, from Texas, was a “Democrat for Eisenhower” 
during the election campaign. 


* 


Winning friends and influencing people is made easier for 
unlucky duck shooters in Missouri by a farmer wo raises 
mallard ducks commercially. For $7.50 he will send a brace 
of birds, packed in three inches of: glass fibre to prevent 
spoilage, to any place in the United States, accompanied by 


i 


a card which suggests that the donor actually bagged the 
game himself. 


* 


With the precautions usually reserved for transferring gold 
bullion, the two most important documents in the United 
States, the Constitution and the Declaration of Independence 
were ‘recently moved from the Library of Congress 
National Archives Building. In their nent home 
will be on display every day and lowered at night © * 
special fire and bomb proof vault. 
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THE WORLD OVERSEAS | 





Europe’s Fourth Stocktaking 


HE fourth annual report of the Organisation for 
T European Economic Cooperation is the most searching 
and cogent analysis of economic trends that has yet come 
from this body. In the past the susceptibilities of member 


governments have, all too often, meant the dilution of the 


text to the point of. insipidity ; but on this occasion, despite 
traces of similar obstructionism, the mixture remains strong, 
the lines of argument clear cut. 


The main theme of the report is that with the end of the 
period of reconstruction and the disappearance of the Korean 
boom, the fundamental pattern of the free world economy is 
now exposed. This pattern is dominated by a chronic dollar 
shortage which affects practically all trading areas of the 


| world. The famine arises in = from changes in the 
ro 


American economy and in part 
the world. 


It is essential to bear in mind that between 1938 and the 
first half of 1952 the gross national product of the United 
States doubled and the gross national product per head 
increased by almost 70 per cent. One consequence of this 
great expansion in production is that imports of manufactured 
goods into the United States have substantially declined as a 
proportion of total American’ consumption expenditure. 
(Before the first World War the ratio was about 4.5 per cent ; 
since 194§ it hag averaged little more than 2 per cent.) This 
has happened in spite of greater American dependence on 
foreign sources for certain goods and a steady reduction in 
tariffs. 


m changes in the rest of 
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* First half seasonally adjusted to annual rate. ses 

t Excluding “ end-item ” deliveries fimameed by “ military eid.” 

¢ Including common infrastructure, local purchases for armed forces and troop con- 
ersions. For 1948 and 1949, the amounts are relatively small and have not 
been separated from exports and invisibles, 

The second big change in the American economy is a 
shift in the balance of various categories of invisible transac- 
ions. Income received by the United States from overseas 
investments rose two and a half times between 1935-38 and 
1051, while the net inflow into the United States of invest- 
ment income over the same period rose nearly fourfold. 
Again, the United States now owns 28.4 per cent of the world 


merchant fleet as against 13.4 per cent in 1938. 

Another basic change is that the development of private 
American investment abroad has not kept pace with the 
increase in the US balance of payments surplus on current 


account. A further disturbing factor is that the gap between ’ 


the American and European standards of living has widened, 
and it has therefore become increasingly difficult for European 


manufacturers to appreciate the sort of exports that will sell 
in America. 


_ The changes that have taken place in Europe have almost 
Invariably aggravated the difficulties created by the revolution 
in the American economy. In the OEEC countries, the gross 
national product, between 1938 and the first half of 1952, 


rose by 27 per cent, while the increase per head was a 
mere 13 per cent. Simultaneously, and largely as a conse- 
quence of the war, the European countries lost most of their 
previous income from overseas investment while at the same 
time they undertook to pay interest to non-European coun- 
tries. Before the war, European net investment was sufficient 
to pay for one-fifth of its total import bill ; today what 
remains of these investments is completely offset by interest 
payments due to North America. 


Still another blow has been the loss of former markets and 
sources of supply in eastern Europe and Asia, a reduction 
which, according to the report, is due in large part to the 
unwillingness or inability of eastern Europe to provide its 
prewar exports. Another factor tending to weaken the posi- 
tion of western Europe‘has been the virtual cessation of grain 
supplies from Latin America and a steep decline in shipments 
of meat from the same area. Finally, and perhaps most 


- important, the terms of trade have moved sharply against 


the kind of manufactured goods that constitute the bulk of 
west European exports. Some idea of the significance of 
this movement is given by the report’s estimate that if the 
terms of trade had remained constant at their 1938 ratio, 
then in 1951 western Europe, instead of running a trade 
deficit of about $3 billion, would have had a surplus of about 
$24 billion. 

All these changes reflect deep-rooted shifts in the world 
economy, shifts that are not confined to western Europe 
alone. The broad picture that emerges shows up very clearly 
in Table I. In every postwar year the US balance of pay- 
ments on current account-has registered a very large surplus. 
Even in 1950, when American imports -jiimped> because of 
stockpiling for Korea and export’ dropped, there was an 
American surplus of well-over Sr billion A 
of the Kerean buying crisis the annual surplus has stood: at 
over $3: billion. . - 

The details in Table Il show that the Americaf surplus 
was built up in trade with practically every area in thé world, 
the only exceptions being some of the overseas territories of 
the OEEC countries since 1950. 

Tasre II 
Unirep STATES CURRENT BALANCE WITH SELECTED AREAS 
Annual rates— {$ ‘000 million) 
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~s Bixchuding exports financed by military aid. f Seasonally adjustéd. © 
_ Western Europe has undoubtedly made a tremendous 
effort to master all these adverse developments: At-the 
expense both of consumption and investment, it was able by 
1950 to increase the volume of its exports by about 60 per 


_ cent as Compared with 1938. Imports over the samc period 


remained constant. The dollar deficit shrank from $7 billion 
in 947 to barely $3 billion in the first half of 1952. But 
with all this effort western Europe still finds itself facing a 
total deficit vis-a-vis the rest of the world and a dollar defici 


far greater than before the war. 


nd since the end. 
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It is the dollar deficit which is particularly intractable, 
since dollar imports have already been cut to the bone and 
those that remain, such as wheat, cotton, and oil, are essential 
if European production and living standards are not to fall 
drastically. ‘The dollar deficit, of course, is created not only 
through trade with the United States but also with Canada, 
the oil and mineral producing countries of Central and South 
America and the sugar republics of Cuba and the Philip- 
pines. Similarly, the Panamanian fleet, now one of the 
largest in the world, has probably absorbed a large quantity 
of European dollars. 


In considering these facts the question that immediately 
comes to mind is how, since the end of the war, the world 
has coped with this enormous deficit. The answer is far from 
comforting. In 1948, for example, when the deficit stood at 
$5.54 billion, the gap was closed by selling $1.53 billion of 
gold to the United States and receiving $3.68 billion of 
American aid. In 1951 sales of gold had dwindled to $0.05 
billion while American aid was still running at $2.97 billion. 
For the first half of 1952, as American aid has declined, sales 
of gold have once more risen sharply. 


This solution is hardly a durable one. The most that can 
be said for the world in 19§2 is that it has found out how to 
live with a dollar deficit of over $3 billion. A subsequent 
article will describe OEEC’s suggestions of how Europe and 
America can adjust themselves to the facts of the postwar 
world and establish something like a trading equilibrium. 


Security in the Soviet Army 


[FROM A CORRESPONDENT] 


THE western student of Soviet affairs sooner or later comes 
up against one of the most revealing paradoxes in Soviet life, 
the existence of the world’s most elaborate internal spy 
system. On the one hand Soviet propaganda maintains that 
the Soviet citizen is wholeheartedly devoted to the regime, 
and at elections votes for its candidates with majorities up 
to 99 per cent. On the other, no state in the world spends 
so much time, money. and energy on spying upon, suspecting 
and mistrusting its citizens as does the Soviet Union. It is 
mo exaggeration to say that its government works on the 
principle that every citizen is a potential enemy. And at no 
time in a Soviet citizen’s life is this belief so strong as when 
he is performing his military service ; for the Soviet soldier 
is not only a potential “ anti-Soviet element,” but also one 
with access to arms. Furthermore, his government fears 
that a soldier who is serving in one of the armies of occupa- 
tion abroad may see and hear things that may undermine 
his faith in the Soviet regime. To overcome these fears, the 
Soviet authorities have devised and perfected three weapons: 
the Army Political Administration, the Army of the Ministry 
of the Interior, and the Ministry of State Security’s Special 
Section. The first of these provides the political indoctrin- 
ation, and the other two see that its.teaching does not fall 
upon deaf ears. 


The high command of the security services of the Soviet 
army is to be found in the twin Ministries of the Interior and 
of State Security (respectively the MVD and the MGB, the 
initials of their titles in Russian). The division of responsi- 


bilities between them is not easy to define ; generally speaking, ’ 


the Ministry of the Interior (MVD), which is the successor 
of the NKVD, the GPU and the CHEKA, is concerned with 
forced labour, political crimes and their investigation and 
punishment, as well as with the civil police and the normal 
functions of the Home Office in Britain. It has its own 
private army, numbering several divisions, to carry out its 
decisions, which include de tions, suppression of unrest 
or partisan activity, the of prisons and forced labour 
camps, and the provision of a , for public works and 
state projects. The Ministry of State Security (MGB) is 
principally concerned with checking the activities of the 
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ation of the Soviet Union and with coun:er-espinn 
t is clear from Tepe that its agents pervade aa / 
branch of Soviet life, and that it sets out tc convince the 
citizen that his neighbour is an MGB agent, r: porting ey 4 
thing he says to the authorities. The work 0 the MGB 
in fact a vast operation of psychological war! ire wageg , 
the Soviet Government among its own people. 4 


“Death to Spies” 


The branch of the security service working in the army was 
known before the war as the “ special section.” During the 
war it changed its name to “ Smersh,” an abbre: iation stand. 
ing for “ death to spies,” but since 1946 it has reverted 
its old name. Its main r ibility is counter-espio 
to ensure that the Soviet let does not come into contag 
take drastic 
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with any “contaminating influence,” and to 
action against him if he does. By “ contaminating influence” 
the special sections mean contact with any non-Soviet ide 
or thought ; in the case of the armies of occupation abroag | 
this means contact with the local population and local cog. 
ditions, where a comparison with life in the Soviet Uniog | 
would prove disturbing. It is the special sections’ duty, for 
example, to enforce the ban on fraternisation between Soviet _ 
troops in Germany and the German people. Their other 
responsibility is to increase their own reputation in the army 
for omniscience and ubiquity. 

The special sections consist of small units of highly trained — 
officers attached to every headquarters from the Ministry of 
War to regimental level. In certain circumstances there may 
be a special section in still smaller units ; for example, if 
morale is notoriously poor, or if the unit is in an om 
or isolated position. In formations stationed inside the Soviet 
Union, the work is co-ordinated with the civil branch of 
the MGB or the MVD ; but abroad the sections work alone. 
They are organised in a hierarchy entirely separae from 
the military command and from the political administration, 
neither of which has the power to appoint or dismiss their 
officials. The commanding officer of a unit must supply 
his special section with uniforms, food and accommodation, 
but has no control over its activities. 


In order to carry out his duties, the head of a special section © 
is provided with considetable rights and privreges. He wears 
the uniform of the unit to which he is attached. although 
sooner or later most officers and men get to know who he is. 
His pay is usually well above the standard for an officer of his 
rank—most heads of sections are majors or captains—and he 
can choose his staff and collaborators from the personnel of 
the unit without hindrance. His commanding officer must 
furnish him with copies of all the unit’s orders and directives, 
and keep him informed of all training plans. The head of 
the special section also receives copies of all adimunistrative 5 
arrangements, all political, restricted or secret documents, 
including those exchanged between the commander and his | 
military superiors. He can demand to be present ai any unit | 
meeting, political lecture or military training exercise, and 
has the right to enter any unit building without warning # 
any time of the day or night. He can summon any officer 
or man for interrogation and can force him to give up as — 
letter, paper or book in his possession. In all this, b¢< 's under * 
no obligation. to keep his commanding officer or 'ny other 
officer informed of his plans. 


es ~ Oo © O35 "oS 


A Network of Agents 


That is, of course, only one side of his work. ven more 
important is the efficiency of the secret network ©! spying 
which he has to build up inside his unit. For this purpos 
he “recruits” officers, NCOs and men as “agents ® 
“antennae.” Often these agents are men who alr: ady have 
some black mark on: their files.and can thus be © 
coerced into spying on their fellow-soldiers. In otivcr cas 
the agents are volunteers, young men anxious to prove 
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devotion to the party for reasons of opportunism or personal 
ambition. The head of the special section orders these people 
}io submit regular and signed reports on their colleagues, 






nee 





B paying particular attention to those suspected of maintaining 
by contacts with the local population. These reports must not 
he confined to the subject’s actions: they must analyse his 
state of mind, his moods, and his attitude to his friends. 
The agents are told to watch carefully any soldier who seems 
to have lost touch with his family, or who is lonely or morose. 
was jt must not be thought that there is any consideration for 
the | the man’s welfare in the office of the special Section: it knows 
nd. by experience that such an attitude may be the prelude to 
1 t a decision to desert or to break with the Soviet regime. Nor 
age, is the commanding officer immune from the attentions of the 
tact section: indeed, he is one of the most closely watched in 
Stic the whole unit. Sometimes the agents are instructed to start 
oe” provocative conversations with their colleagues, or to spread 
Leas provocative rumours, in the hope of tricking the unwary into 
oad expressing anti-Soviet opinions. These agents should, of 
00- course, make every effort to remain incognito ; but in most 
ion cases the Soviet citizen is so used to spy networks that he 
for | quickly discovers the identity of the special section staff and 
viet adjusts his conversation with them accordingly. 
her in the higher reaches of the security hierarchy, at Army 
my or District headquarters, the special sections have their own 
courts where offenders can be tried and, if necessary, 
hed punished. In wartime the sections had the right to carry 
of cut the death sentence on the spot ; but nowadays the court 
hay orders return to the Soviet Union or transfer to another unit, 
if or it might hand the man over to the civil organs of the 
sed MGB or MVD for dispatch to a forced labour camp. It is 
ret also the case that units where morale is low have been dis- 
at banded and re-formed on the special section’s advice. 
ne, 
m: lt is clear from all reports that the Soviet authorities attach 
on, tremendous importance to spying on their own citizens in 
oe the armed forces, amd that the special sections are among 
ly fe ‘he most over-worked departments of the State apparatus. 
" The existence of this huge machine indicates that the 
Government, even after 3§ years’ indoctrination, cannot trust 
¥ its people, and this appears still more striking when one 
rs remembers that the soldiers now serving in the army were 
oh born in the 1930s, and have known no other life than the 
is Soviet. It is not umreasonable to assume that if ever the 
is Soviet Government withdrew its forces from Germany, those 
- fe ‘sponsible for security would breathe a sigh of relief. 
of 
st 
es, . 8 4 + 
q Ethiopia and Britain 
ve 
ts, [BY A CORRESPONDENT] 
nis 
nit Tue transfer of Eritrea from British administration to 
ad membership of a federation with Ethiopia (described in 
at !he Economist last week) was the occasion for some warm 
et ‘talements by Ethiopians, and by the Emperor Haile Selassie 
AY n particular, of recognition of all that the United Kingdom 
ef nas done for his country in the last decade. Yet it must be 
et 


‘ccorded that, in recent years, there has not been as much 

operation between the two countries as many Englishmen 

would like to see ; in Addis Ababa, the interests and repre- 

scniation Of other powers, and particularly of the United 

tutes, have increased out of all proportion to the British 
erort. 

Historically, this is an anomaly. After the Fascist occupa- 

* ton of Addis Ababa, the Emperor Haile Selassie found 

sanctuary first in Palestine and then in the United Kingdom. 

ic was restored to his throne by Commonwealth forces in 





I 
1041, and his government was put on its feet by a British 
elt of £2,500,000. British assistance played an important 
Fatt In the revival of the country’s administrative services, 


nd, in 1943, military help was given in suppressing the 
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serious revolt against the Emperor’s authority in the northern 
part of the country. In British estimation, these would appear 
to be very substantial services, but Ethiopian pride is 
peculiarly sensitive and it would be best to leave them to be 
recorded by Ethiopia’s historians. In more recent years, 
relations between the United Kingdom and Ethiopia have 
been bedevilled by the problems of Eritrea and Somalia. 
With the successful disposal of these territories according to 
the wishes of the United Nations, this tedious chapter has 
also been ended. 


One complication persists: British administered territories 
have long frontiers with Ethiopia. It is regrettably true that 
British interests in general in Ethiopia are adversely affected, 
from time to time, by tribesmen in the remoter parts of 
Kenya, the Sudan and British Somaliland. It would be 
preferable, from the British point of view, if the Ethiopian 
Government, in following up the Emperor’s recent expres- 
sions of goodwill, were to distinguish between the United 
Kingdom as an African power and the United Kingdom as 
an industrial country. 


The main concern of the Ethiopian Government is the 
modernisation and economic strengthening of the country. 
This “ revolution,” as it is regarded in Ethiopia, has now been 
in progress for over ten years. It began after the Emperor’s 
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restoration, with the creation of a more comprehensive 

administrative system than the country had previously known. 

backed by a considerable army and police force.. These form 
the essential basis for progress of any kind, and they bear the 

hallmark of the British instructors who helped to create them. 

But although administered with the maximum economy, they 

need considerable recurrent expenditure. The problem con- 

fronting the Ministry of Fimance is one of how to find a 

surplus, over and above these standing charges, with which to 

finance the main programme of development. 


The orthodox solution would be to improve the effective- 
ness of the fiscal regime and to attract foreign investment. But 
a proper balance between direct and indirect taxation is 
beyond the capacity of the administration in its present state, 
and conditions generally are not likely to attract outside 
investors. In consequence, a third, or perhaps more, of the 
revenue is derived from exceptionally high customs duties ; 
and capital has been found in the form of loans from the 
International Bank. This may appear to be rather an opportu- 
nist approach, but it would not be in character for the modern 
Ethiopians to advance cautiously on a broad front ; they prefer 
concentrated drives to particular projects. First it was 


' education, and now it is the restoration of the Italian roads, 
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which fell into disrepair when the bulk of the available money 
was being devoted to schooling. 


The loans from the International Bank, agreed or under 
discussion, amount to $10 million, and are intended for the 
improvement of roads, telecommunications, and the setting 
up of a Development Bank. On these and similar projects, 
the Ethiopian Government proposes to spend a further $135 
million in the next twenty years. If hopes for the economic 
expansion of the country are fulfilled, the task of repaying 
capital and interest on the loans may not be unduly great. 
But payment must be in American doilars, and for the present 
this fact provides one of the clues to Ethiopia’s preoccupation 
with the earning of dollars, a preoccupation which gives the 
State Bank of Ethiopia a dominating position in the economy 
of the country. It has not only a virtual monopoly of bank- 
ing, but also the control of import and export licences and 
foreign exchange. That the State Bank should be concerned 
about its dollar position is, in the circumstances, natural 
enough, but the lack of confidence in sterling shown by the 
former governor of the bank is hardly an adequate excuse 
for Ethiopia’s sterling deficiencies. Much of the country’s 
trade is carried on with countries in the sterling area, but, 
in the pursuit of dollars, licences for the export of the main 
produce of the country—coffee, hides and skins—have been 
given only for trade with the United States, irrespective of 
whether there is a market for them there. Since merchants 
are only required to surrender 80 per cent of the dollars 
earned to the Ethiopian Exchange Control, a large proportion 
of their exports are sold for sterling or other currencies, and 
dollars are purchased on a black market for return to the 
Control. The privately retained sterling is not infrequently 
used for the import of luxury goods because, although the 
policy of the government is to eschew such luxuries, there is 
no effective physical ‘control on imports. Imported consumer 
goods are so expensive, because of the high tariffs, that the 
ordinary consumer cannot afford them. In spite of inflated 
export prices for coffee, imports of cotton piece-goods have 
shown only a slight increase in recent years. 


Parity with the Dollar ? 


On the other hand, the Ethiopians are confident about the 
strength of their currency. The Ethiopian dollar is linked 
to the American dollar, and although the minimum note 
coverage prescribed by law is 30 per cent in gold, silver, 
foreign exchange and foreign securities, it is claimed that, at 
the end of 1951, the coverage was 55 per cent. Certainly the 
Ethiopian currency is one of the few to maintain its parity 
with the American dollar since the devaluation of sterling m 
1949. But the economic future of the country still depends 
on the productive use Ethiopia makes of its foreign loans 
and other assistance, and on its ability to establish a sounder 
system of tax collection and financial control. 


That the writ of the central government is more effective 
im the provinces than hitherto is not open to doubt; but the 
supply of trained officials still falls far short of the number 
required. A great effort has been put into the expansion of 
education during the past decade and improvement in admin- 
istrative standards may be expected. For the present, financial 
control is woefully inadequate for the needs of a country 
committed to the kind of programme Ethiopia has 
undertaken. There is-no published budget, audit is insuffi- 
cient, and waste of various kinds is obvious. 


To get Ethiopians trained—in particular, as finance officers 
or agricultural advisers—British experience in local condi- 
tions not unlike those of Ethiopia could be used with greater 
effect than hitherto. If the United Kingdom would show 
more confidence than it has done in the development of this 
large and potentially wealthy country, more Ethiopians might 
be inclined to visit neighbouring British territories and there 
to learn from government-sponsored schemes for expanding 
production, or methods of collecting revenue. The 
Ethiopians, for their part, would do themselves no harm if 
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they developed a greater confidence in ster|j 
corrected the recent distortion of their trade wee 
United States. country serves 


of interest, and of transferred hopes, for Africans throug 
the continent. 


China’s Second Front 


In his trip to Korea President-elect Eisenhower was gy 
officially concerned with the problem of Formosa, ny 
did he have any direct contact with Chinese Nationalig 
representatives. was, however, informed about the sing. 
tion in Formosa by Brigadier Chase, who has been in 
of the American military mission training Chinese Nationaliy 
troops there, and who came to Korea to meet Mr Eisenhower 
For the United States at any rate, if not for the Unite | 
Nations, Korea and Formosa are strategically linked, and the 
new President will be responsible for re-determin; 
American policy with regard to both regions. There are in 
going on. For, although hostilitig 
between the Chinese unists and Nationalists have bes 
on a small scale during the last two years, they have ng 
—as is widely believed—ceased altogether. The “ neutralis. 
tion” of Formosa under protection of the American nay 
has stopped Nationalist air raids on the mainland from 


Formosa bases, but it has not stopped the war in and around 
several small islands held by the Nationalists just off the 


South China coast 
American forces do net 
directly participate in 
these operations ; but, 
in so far as American 
power is shielding 
Formosa from it 
vasion and American 
supplies are going t 
the Nationalists, 1 
limited “ second front” 
in South China may be 
said to be already m 
existence. 


Altogether more 
than thirty _ small 
islands are held by 
some 70,000 Nation 
alist troops 
guerrillas, with the 
support of the small 
Nationalist fleet and a number of armed junks. The mai 
land is only two miles away from the nearest of these islands ; 
others are at various distances up to forty miles from the 
coast. The most important are Nanpengchun off Swatow, 
Big and Little Quemoy outside the harbour of Amoy, 
Matsu. and the Paichuan ‘Islands near Foochow, and 
the Peishan, Tachen and Yushan groups off the coast of 
Chekiang province, the last-named being only about 
160 miles south-east of Shanghai. Possession of these 
strongholds enables the Nationalists to keep a close watch 
on the principal ports of South China, to intercept coast 
shipping, and to make frequent commando raids, in which 
Commiist prisoners are taken and information acquired 
The Communists have more than a oe of ae 
troops strung out along the coast facin Nationalist- 
islands, hee chase the beginning of ec Korean war they 
have been standing on the defensive in South China ; lacking 





more on decisions taken if 
shi than on moves made locally by the warring 
Chinese parties. 
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nt Doing it pneumatically is 
ing often the best and sometimes the only way 
in- to handle bulk materials, especially when it is 
can important to prevent contamination, dust 
; isance or the escape.of noxious fumes. 
nt” Simon Handling Engineers have developed the 
be pneumatic conveying system for forty years 
i and have applied it extensively to grain, coal 

d dozens of other industrial materials. se rit 
n Pneumatic disposal of fine flue dust is in- 1p) fi i i WV 
. creasingly used at power stations. A special I if mii Ne : 
.O- pneumatic technique is being successfully nse, ThADE mane : 
nd applied in flour mills. Improvements, refine- Look where you will and you will almost certainly 
the ments and new applications of pneumatic find one of the aluminium alloys in the comprehen- 
, handling are constantly studied in the Simon sive “ Duralumin ” range. 
. research and development organisation. The increasing popularity of this versatile material 
he is hardly surprising. It cannot rusf, need not be 
- painted, is of good appearance, and whilst only 
", one-third the weight of steel is equally as strong 
ad and lasts longer. 
of SIMON-CARVES LTD “Duralumin” can be welded, machined, pressed 
ut SIMON HANDLING ENGINEERS LTD and fabricated in much the same way as other 
se HENRY SIMON LTD metals. It is produced as sheet, strip, tubes, wire 
ch TURBINE GEARS LTD and sections; the latter in a limitless variety of 
ral HUNTINGTON, HEBERLEIN & CO. LTD different contours. 
ch CHEMICAL ENGINEERING WILTONS LTD . Have you considered the advantages light alloys 
d. DUDLEY FOUNDRY CO. LTD can bring to your ‘business? You may perhaps 
on SANDHOLME IRON CO. LTD mot have heard all the latest developments. A 
1d THOS. ADSHEAD & SON LTD request to us to call upon you would place you 
ey META LAUNDRIES LTD under no obligation whatsoever. 
8 TYRESOLES LTD 
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ENTERPRISE 
IN ALUMINIUM 


The first all-aluminium © aircraft 
hangars ever built were designed, 
manufactured and erected at London 
Airport by our construction company, 
$.M.D. ENGINEERS of Slough. 
The design, prepared for the 
Ministry of Civil Aviation, exploits 
to the full the advantages offered 
by the use of aluminium, i.e, 
pre-fabrication of main components, 
rapid site assembly, no painting. 
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British car — ¢ 





WILMOT BREEDEN components and 
accessories are playing an essential 
part in maintaining that lasting 
dependability which has 


won world-fame for . 
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Established in 1845. 
All classes of insurance 
transacted including 
Fire, Life, Accident, 
Motor, Marine and 
Aviation. Represented 
throughout the world. 
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HERE has lately been released—by great good 
fortune in time for the pantomime season—some 
ighly intriguing information about those Pooh-Bahs 
ho are responsible for the so-called “ departmental ” 
nds. the Commissioners, for the Reduction of the 
lational Debt—the biggest investment body in the 
rid. Do these dignitaries ever so far fall from grace as 

allow the financial policy of the Government to take 
ecedence over the specific interests of the clients whose 
nds they invest ? The new information is seemingly 
lesizned to show that, if and when they ask themselves 
bis elemental question, they find their consciences as 
mmaculate as driven snow. 

But the tale that points this moral is one of paradoxes 
sr outclassing any ever known at the Court of Titipu ; 
nd it needs a new Gilbert (W. S.) to savour its exquisite 
ddities. The tale itself has several narrators, all of them 
yitnesses before the-~latest Committee of Public 
ccounts; and sly chance casts another Gilbert, a 
Ni edate and unjesting one, to make the opening bow—Sir 
. mard Gilbert, Second Secretary at Her Maijesty’s 
reasury (who, if he senses the savour, does so in decor- 
us privacy). The star performer is a more retiring 
ficial, the Secretary and Comptroller General of the 
Jational Debt Office, Mr Norman Young. 


The tale relates that the National Debt Commissioners, 
tharged with their responsibilities under Statutes dating 
ack to 1786, are the Speaker of the House of Commons, 
e Chancellor of the Exchequer, the Master of the Rolls, 
e Lord Chief Justice, the Accountant General of the 
upreme Court, and the Governor and Deputy Governor 
f the Bank of England. But this august body has not 
et since 1860 ; it functions instead through a quorum 

three—comprising only the Chancellor of the 
xchequer, the Governor and Deputy Governor of the 

ow nationalised) Bank, These gentlemen, one might 
uppose, are pretty close to the financial policy of the 
povernment, close enough to be troubled at times about 
1¢ duality of their roles. But, happily for their peace 
mind (and in reassurance, perhaps, of those inquisitive 
nists Outside .the charmed circle who watch the 
departments ” at work in the gilt-edged market), there 
s another link in this curious chain of responsibility. 
i¢ functions of the Commissioners since their last 
ccling Over gO years ago ave been exercised by the 
omptroller General of the National Debt Office—all 
cir ‘unctions, that is tO: say, except one, the function of 
PP oting this uniquely iselated official. 

Bur let it not be supposed that the Commissioners are 
c 





















e: they can be “ activated ” when (but only when) 
Pe Comptroller puts a point to the quorum for a ruling 
‘' presumably) if and when he misbehaves himself. 
cems that the knotty points never arise on invest- 
cn policy 5 Only three matters, unrelated to that policy, 
“ve scen put to the quorum in the past seven years. And 
nee ‘he quorum never volunteers advice to the Comp- 
he never needs to take the precautions usual when 
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dealing with Gilbertian Pooh-Bahs (“Come over here, 
where the Chancellor can’t hear us”). Finally, to pile 
paradox upon paradox, there is‘no Minister responsible 
to Parliament for the National Debt Office, because it is 
controlled by the quorum only one of whom is a Minister. 
The chain of responsibility turns out to be a circle, though 
not, perhaps, a very-vicious one. 


* 


The Commissioners being thus adroitly relieved from 
risk of embarrassment from the duality of their roles, the 
vital question perforce focuses upon this unique Comp- 
troller: what steps does he take to keep his investment 

icy true to his trust, and above any besmirching 
influences from the financial policy of the Government of 
the day ? ‘The present Comptroller, like others before 
him, was formerly an official of the Treasury ; he keeps 
himself au fait with Government financial policy by 


‘frequent meetings with the Treasury (but he usually 


“ gets all he wants ” at his own level—“ without troubling 
even Sir Bernard”) and has a regular weekly meeting 
with the Chief Cashier of the Bank of England and with 
one of its executive directors. But, declares Mr Young, 
none of these officials ever gives him any direction as to 
the policy he should pursue ; for is it not clear that even 
the Chancellor, as such, has no power to give him any 
direction at all ? And Mr Young himself has no doubt— 
no possible shadow of doubt—that it would be very, 
very wrong of him to allow the interests of Government 
financial policy to clash with those of the trust funds. 


He is, however, a well-meaning official and if, “con- 


-sistently ” with his responsibility to these funds, he can 


choose between two alternatives equally satisfactory to the 

trust funds, one of which is in consonance with general 

Treasury policy and the other is not, I would obviously 

prefer the first one. 

But the primary and overriding responsibility, as defined 
by Mr Young, is to ensure that the gilt-edged investments 
he selects for trust funds are of the kinds that, in his 
judgment, are best suited ‘to the requirements of the 
beneficiaries as notified to him by the responsible depart- 
ment (e.g.; the Ministry of National- Insurance). 

At this point in the tale, no oné will be surprised to 
find that the -TreaSury raconteurs see these matters in a 
more uncertain light than the blaze of purest white that 
ilumines Mr Young’s utterances. Thus Sir Bernard 
Gilbert thinks that . 

It would be absurd to have a body dealing with these 
vast funds unless you took some steps to ensure that there 
was harmony between the investment of these funds and the 
general policy of the Government. .:. 

And, a few years ago, a Financial Secretary to the 
Treasury went even further. Mr Glenvil Hall, defending 
his master, Dr Dalton, against the charge of having used 

al funds to pursue his frenzied ambition for 
ultra-cheap money (in the particular context of the 
investment in “ Daltons,” in 1947/48, of almost 70 per 
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cent of the new moneys accruing to the Unemployment 
Fund in that year), éd 
It is quite obvious that the Treasury, acting for the 
Government, must have control of these funds and that the 
policy must be laid down by the Government of the Ges... 
There is on record, too, Sir Stafford Cripps’s employment 
of his “ creature ” to squeeze the bears of the gilt-edged 
market in 1949—but the allusion then was seemingly 
to the Issue Department of the Bank of England, which 
commands £1,500 million or so, and is no part of the 
responsibility of the National Debt Office. 


Mr Young is, of course, much closer to the day-to-day 
scene than are these Treasury authorities, and he is in 
no doubt that the proprieties are most circumspectly 
observed. But in the technique of its operations, the 
National Debt Office quite definitely adapts itself to the 
Government’s financial policy. The Comptroller General 
is most anxious not to go against the “ anti-inflationary 
policy ” pursued in recent years. But he fears that, if he 
does his duty by the trust funds—the duty, as he sees it, 
to invest them immediately they are received—he may 
set up inflationary influences. He therefore tries to 
resolve this dilemma by an ingenious dealing technique. 
The £4,500 million or so of moneys in his charge com- 
prise some £3,000 million of funds that are covered by 
a Treasury guarantee both as to income and capital (these 
are principally Savings Bank funds) while the remainder 
are “trust funds” (chiefly the insurance funds). The 
Treasury has agreed that the Comptroller General may 
use the non-trust funds “very very liberally for the 
purpose of helping the trust funds,” so that he does not 
feel any “ duty ” to invest the Savings Bank moneys at 
once. He therefore uses them, as opportunity offers, to 
collect securities of a kind that he expects to be required 
by the trust funds, and then resells to them (by inter- 
fund transfers) when their money comes in. 

In present conditions, the relevant point seems to be 
that the non-trust funds, though much larger than the 
trust funds, rise much less rapidly. But, in any case, the 
National Debt Office tries to get as much as possible of 
the securities it needs without buying through the 
market. The “suitable opportunities” that it most 
prizes for this purpose are new issues of Government 
Stock, special internal issues such as the Scottish Hydro- 
Electricity stock (was last year’s issue of 17 per cent 
yearling Transport Stock precisely what the doctor 
ordered for Mr Young’s funds ?), or specially‘ created 
non-marketable securities such as terminable annuities. 
These last securities, it will be recalled, formed a very 
large part of the new investments of the Savings Funds 
during their wartime phase of rapid growth. 

Of course, to some irreverent economists the theory 
behind this ingenious technique looks hardly less 
Gilbertian than the constitutional set-up. It is certainly 
desirable to arrange the investment of these vast funds 
with the minimum dislocation of the gilt-edged market. 
And, in the interests of disinflation, it is even more 
desirable that as large a part 4s possible shall not be used 
to buy any securities at all, except from the Treasury, so 
that the moneys are used to redeem the Treasury’s active 
borrowings from the banking system on floating debt, i.e. 
are “retained” by Mr Young in the form of “tap” 
Treasury bills or other forms of internal debt. But, once 
it is admitted that Mr Young’s duty requires-a given 
portion to be invested, he does not serve the purposes of 
disinflation by keeping that money off the market, 
because he likewise keeps off it a precisely corresponding 
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volume of new issues that would otherwise oppress 
The sole contribution of this technique, in fac, 4" 
minimise the ups—and the downs—of the marker ‘a 
Mr Young would apparently feel no need to do this 
Government policy were to change—“ if the Go, 
ment were to decide that so strong an anti-infla; > 
policy were not necessary.” a 
For the present, however, he apparently sees bis 
responsibility as an unambiguous and even an uncom, 
plicated one. His office has apparently ensured that ey 
one .of the big trust funds has ample liquid holdings j 
meet any conceivable demands upon them for cash (ging 
the present actuarial assumptions upon which the respon. 
sible departments rely), This liquidity having bes 
achieved, Mr Young’s sole tesponsibility to the funk 
he explains, is to secure for them the maximum y; 
Therefore, he cheerfully buys for them long and undatej 
securities. It is true that he must combine this maxinis 
ing of yield “with perfect security”; but that is mer 
child’s play, because fluctuations in the book values g 
securities that are not going to be realised are “som. 
thing which is completely unimportant.” Eg 
irrelevant are the prices at which he buys ; why shouif 
he ponder the possibilities of getting a better price ty 
waiting awhile, when his simple duty is to invest forth 
with ? The Comptroller General, therefore, can tum his 
back upon the market, and can leave all the problems ¢ 
actual dealing to the Government broker (who gets a fa 
£2,000 a year for his trouble). 


* 


But is the responsibility always as clear cut as all this 
implies ? Not always, it seems. When the Treasuryis 
about to make a new issue, it asks Mr Young how much 
“would be suitable ” for him to take ; and, later on in 
the story, it transpires that the Treasury “ obviously’ 
indicates what it would like him to take—while “ never 
for a moment ” suggesting that he should answer except 
in accordance with his own responsibility. Finally, ¢ 
appears that this curious relationship becomes even mor 
delicate when investment of the Savings Bank Fun 
(two-thirds of the whole) are involved. In this matter, 
the Treasury has “a very great voice in any policy’ 
(because it guarantees the funds), and if Mr Young wer 
asked to do “something which went a little beyond’ 
what he would have done “in the sole interests of thi 
fund” he might . . . “ well agree to do so.” 

Even after this striking dénouement of the tale, the 
audience may still conclude that this pantomime, " 
most of its kind, is a play without a stooge. But it wil 
certainly agree with Sir Bernard Gilbert that there 5 
“ more than meets the eye ” in these bewildering relatior 
ships between the players. One of the characters thd 
does not meet the eye is perhaps the principal villain 
the piece, the Issue Department of the Bank of England 
—but it was not to that separate body that Sir Gilbert’ 
warning related. Is it possible that a sequel, and a stil 
more revealing one, to this fascinating comedy will 
staged in time for the next festive season ? Unfortunatel} 
the chances look slender. Sir Bernard Gilbert thinks thi 
a comprehensive statement of the activities of the Com 
missioners “would enable people perhaps to form thet 
own judgments as‘to what was going on and what wa 
likely to happen ”’—and that, needless to say. would be# 
“rather unfortunate thing.” ‘There is no need, perhaps 
for surprise that no Minister speaks for Pooh-Bah 
Parliament. 


8 
















































THE ECONOMIST, December 27, 1952 












T HE full effects of this year’s steel shortage are not yet 
apparent in the production statistics of the ship- 
building industry ; but they are readily apparent from 


‘pon. MEthe bare-looking berths that are now to be seen in many 
ben Hof the country’s Shipyards. In a tour round the ship- 
ands, building districts the visitor senses an air of frustration 
viel, HE pervading the yards ; the shipwrights have a long list of 


export orders which their reputation for efficiency has 
won them in the face of growing competition from over- 
seas but cannot fully apply that efficiency. This feeling 
eS of js far removed from that in the yards in the depressed 
ome. years between the wars, when the stocks were. bare 
ually because there were no orders. There is no lack of orders 
ould today. On the contrary, the order book has never before 
¢ by been so packed with work. But the berths and the plate 
orth shops have assumed that all too familiar “ hungry ” look 
n bis through lack of steel. 


ns of Final returns for the year are not yet available but the 
a fa shape of things to come can be discerned from an 
examination of the latest published statistics. In the 
twelve months ended on September 30, 19§2, for 
example, work was begun in United Kingdom shipyards 
this on merchant ships amounting to 1,1§9,379 tons gross, 
ry is according to the shipbuilding returns. compiled by 
puch Lloyd’s Register of Shipping. That tonnage compares 


yO in with a total of 1,512,463 tons gross during the previous 
sly" twelve months. The declining rate of production is 
never better shown by comparing the latest available figures 
cept for successive periods of six months : — 

yy, tt Launched 

more Six months énded Started (Tons gross) Completed 
und Mar. 31,1952: .:sicccusas 686,090 760,505 701,926 
atte, Sept. 30, 1952......se0ce 473,289 600,294 671,855 
icy” In all stages of production, output was lower in the 
wert second period in question, most conspicuously in the 
mnd early stages, though least of all in the final stages of pro- 


that duction. This was to be expected: most of the steel 
that goes into a ship is incorporated in the hull before it 
, the S reaches the launching stage. 


Shipbuilding is a lengthy process, and a long time 


=a 
ez 
cy 


a elapses between the placing of an order and the comple- 
ai ton of the contract. It takes a long time, therefore, for 
ge marked changes in the rate of production to work their 
ad way through the statistical records. But the signs of the 
oad serious effects that this year’s cuts in steel for the industry 
a will have on-next year’s and subsequent years’ output 
“il om be illustrated in another way, by contrasting two 
Hh os sets of figures from Lloyd’s Register shipbuilding 
el, Total 

that Total under under 

Som : Construction and Construction Total 
theif Date Preparing (Tons gross) Preparing 
oe Sept. 30, 1951... secesee 4,261,346 2,271,640 1,989,706 
hes Sept. 30, 1952......c..0.. 4,746,745 2,062,482 2,684,263 
aps These figures show the delayed but cumulative effect of 
efore constricting the flow of vital steel to the shipyards. They 


show that within one year the tonnage of ships on the 


Frustration for Shipbuilders 


(By a Correspondent) 


stocks, or for which material is being worked in the plate 
and prefabricating shops, has dropped by nearly 210,000 
toms gross, some g per cent. The tonnage for which 
plans have been approved and material ordered, but on 
which work has not yet started, has consequently 
increased by nearly 695,000 tons gross. It will not be 
long now before launching and completion returns take 
up the story. ) 


When the first allocations of steel.were worked out 
in February as a result of the decision to embark on a 
rationing policy, many shipbuilders. were told that they 
would have to make do with 66 per cent of what they 
had asked for. When it came to actual deliveries of steel 
to the yards there have been a number of complaints that 
the allocations were not fully honoured, and that the 
total tonnage delivered amounted to little more than 
50 per cent of their requirements. Though total 
deliveries of steel to shipyards this year, according to 
the steel industry, have been “ nearer 100 per cent than 
§0 per cent of deliveries in 1951 ” persistent representa- 
tions to the Admiralty have been made by industrialists 
and trade unions concerned with the shipyards. An 
increase, at first of 5 per cent, and later of 8 per cent, was 
promised for the last quarter of the year, and a vague 
promise of a further 9 per cent for the first quarter of 
1953 was made later. But some shipyards have not been 
receiving the types and specifications of steel that 
they require in the right proportions; nor can they rely 
on an orderly or regular flow of deliveries, with the result 
that the normal sequence of work is continually being 
interrupted. The allocation system has by no ‘means 
ensured that stocks of the right steel products are held 
at the right points. British shipbuilders are already 
having to tell their overseas and home customers 
that ships promised for delivery in 1953 cannot possibly 
be completed until 1954. Their German and Japanese 
competitors are much better placed to promise early 
delivery. 


* 


It is natural that shipbuilders should wonder if. they 
are receiving their proper share of the steel now being 
produced in this country in ever increasing quantities. 
The circumstances early in 1952 did necessitate the 
control of steel distribution among user industries. But 
since then industrial production has declined, there has 
been no shortage of ore imports, and domestic and 
imported supplies of steel have increased. More steel has 
been delivered in Britain this year than ever before, 
though it is far from clear which of the consuming indus- 
tries have received increased supplies. The question 
now, indeed, is how long the allocation system should be 
continued, particulatly in view of the proposed levelling 
out of arms production. Such major consumers as the 
motor manufacturers are no longer complaining thai they 
cannot get enough steel ; their difficulty is now to seil 
their products overseas or even at home. Shipbuilders, on 
the contrary, have unfilled export. orders on their books 
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worth £200 million or more, with the customers anxious 
for delivery and ready to pay, and most of the ships built 
for British ownership are used for earning foreign cur- 
rency. But neither shipowners nor shipbuilders can get 
the steel to earn the foreign currency. ; 

A very large proportion of shipbuilding steel require- 
ments (some 70 per cent in 1951) is needed in the 
form of plates. This remains one of the shortages that 
have not been corrected this year. Demand has risen 
enormously from other large consumers like the manu- 
facturers of rolling stock, electrical plant, and oil tanks. 
The home user of plates dislikes the export of fairly con- 
siderable quantities that is still continuing ( about 260,000 
tons in the first 10 months of this year against 195,000 
tons in the whole of 1951), since unworked shipbuilding 
steel makes no use of the high conversion factor that the 
shipbuilding industry can add to the export value of the 
product, But a large proportion of these exports are 
“ conditional ”; in the case of Sweden and the Nether- 
lands, for example, to which large quantities have been 
sent, they are sent in direct exchange for imports of steel- 
making raw materials that the steel industry’s customers 
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depend upon. There are shipbuilders who would go so 
far as to allege that their short commons this year have 
been the result of a deliberate policy of diverting steel 
from the industry ; others question whether the Admiralty 
has put its case strongly enough in the departmental 





allocations of steel. The result has been, in addition, 
some bad feeling between the shipbuilders and their 
steel suppliers ; and much more bad feeling between 
the industry and Government departments. - Recrimina- 
tions apart, it is fairly clear that shipbuilding is an 
example of the kind of capital goods industry in which 
Britain has a firm market and a real margin of advantage 
over its foreign competitors. If the engineering industries 
are to be favoured according to their competitive strength 
in 1953, this one might deserve preference over some 
other large steel consumers—if steel distribution con- 
tinues to be controlled. 


Competition from shipbuilders overseas is now a major 
factor in the commercial situation. The privileged 
position that British shipbuilding enjoyed in the imme- 
diate postwar years has now disappeared, for the Contin- 
ental yards destroyed and damaged by the war have been 
fully restored, with absolutely modern equipment, and 
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the former enemy countries, Germany, I¢:ly and lanall 
all keen and competent shipbuilders, ar: again § , 
competitors in the world market. Althow.h thei; bese! 
costs are still generally higher than in Gres) Britain. mo. 
of the foreign yards can offer much earlic: delivery a 
many cases they have the benefit of benevolent tr 
ment, or even financial assistance, from ¢heir poverm 
ment. By contrast, British shipbuilders fcc! themsea 
hampered by government intervention. A. regards om 
petitive efficiency, this year’s increase of about 15 ‘par 
cent in the cost of steel and the recent rise of 75. 64.4 
week in shipbuilding wages have somewhat reduced the 
British price margin. | 


The slump in freight rates that has taken place thiy 
year forms an ominous background to the shipbuilding 
scene, arid the swollen order book of some 7 million tons, 
worth about £650 million, must be viewed in conju 
tion with it. The shipping boom of 1951 contributed 
the majority of this large total of orders. During thy 
year no less than 4 million tons gross of merchant ship, 
a large proportion of which are tankers, were order 
from British yards. This year’s orders are unlikely 
reach 1,250,000 tons by the end of December. Suchy! 
figure may at first sight be regarded as satisfactory: ity 
roughly as much as the current annual rate ¢ 
completions, so the arrears of orders have been maim! 
tained. But it is certain that at least half of these new 
orders were placed in the first half of the year, before the 
slump in shipping set in. It can be confidently asserted, 
also, that the contracts placed in recent months have beea 
comparatively few, and the rate of ordering has now 
been reduced to a trickle. Though it is impossible 
obtain accurate figures, foreign shipbuilders seem now to 
be receiving a higher percentage of the orders available 
than for some years. 


Moreover, this abundance of orders is not evenly’ 
distributed. The tonnage ordered in Britain this year ha 
been swollen to some. extent by the inclusion of manf 
large vessels (tankers and a few passenger liners). It 
fact, the tonnage completed this year will probably hare 
been provided by some 300 vessels, but the equivalent: 
tonnage ordered this year may not amount to more that. 
250 vessels. This means that the yards whose bertt 
cannot accommodate ‘the larger ships remain slack, i 
spite of the huge total of orders. And it is significant 
perhaps, that the ships that British owners are having 
built in foreign yards, few though they are at present, at 
mainly smaller vessels. Speed of delivery, for suc 
vessels, is probably the determining factor. 


Speed of delivery is beginning to become an increat 
ingly important factor in the. shipbuilding indus 
Here the long orderbook of the British yards 5 
any case against them, and the comseque!: length of 
deliveries offered will remain even longer, until 
supplies return to normal. Despite the current 
of orders, many small berths are available for carly woth 
provided that steel can be obtained to build the ships 
But owners will not place orders when they feat tht 4 
delivery will be held up for lack of materials. With steel 
output for 1953 now estimated at 17} million tons, and 
rearmament to take a less_sharply rising share tha 
was expected, the need for allocation of stec' 1 ; 
has probably passed. Even if gs remain short, O® 
shipbuilding ‘industry might w 


be able to arrange a 
~e s from the steelmakers more satisfactomly 
without creaking machinery linery of official allocatio®. 
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i he Fall in Bank Advances 

Cats} ‘ne latest of the quarterly analyses of bank advances, 
Cte slating to mid-November, deserves a closer scrutiny than 
vey ual. since it completes the record of the first full year of 
om MMBé new monetary policy; for the first time, the effects of 
mt at policy upon the trends in advances can be examined 
dj thout the distortion caused by seasonal factors. During 


he three months to November, total advances in Great 
ritain (by all members of the British Bankers’ Association) 
opped by £32.2 million, whereas in the similar period of 
os1 they rose by £§1.8 million. This contrast, moreover, 
ecomes still more pronounced if advances to the nationalised 
ublic utilities are left out of the reckoning. The group 
at mainly comprises the gas,and electricity industries 
creased its borrowings from the banks by {48.5 million 
uring the latest quarter (or by more than twice as much as 
did in the corresponding quarter last year). All other 
dvances therefore dropped by {80.7 million during the 
era uarter—a reduction only once exceeded im the past (by the 
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y 99.7 million reduction shown in the previous quarter), and 
cha ne that contrasts with an increase of {28.2 million last year. 
it i he quarter’s contraction has occurred, moreover, despite 
noderate additional loans to steel and engineering, those two 


major expanding groups, as well as to local authorities. It 
s attributable principally to substantial reductions in six 























a oups—textiles (down £16 million in the aggregate), “ other 
ed, nancial ” (down £13.8 million), agriculture ({8.5 million), 
we od, drink and tobacco ({£7.6 million), “ unclassifiable ” 


mdusiry ({11 million), and “ personal and professional ” 





















now {14.7 million). During the corresponding period of 1951, 
le t9 ese six groups increased their advances by {10 million. 
iy The redistribution of credit during the twelve months has, 








mdeed, been quite striking. The total has fallen from 
(2,016.2 million to £1,815.4 million, and only five groups 
bow command a larger total of advances than they had 
elve months ago. Engineering advances have risen by 
30 million, or by nearly 25 per cent, while those to the iron 
nd steel group have doubled (at £35 million). Together, 
ey now account for 10.6 per cent of the total, compared 
nth 7.2 per cent in November, 1951. Advances to utilities, 
Transport and—surprisingly—cotton also show small 
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CLASSIFICATION OF BANK ADVANCES 































steel 
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hips mmencreases. The biggest decline over the year has occurred in 
that € ‘arge personal group, which has contracted steadily after 
steel fs previously continuous rise, and is now down by {58.7 





million, or 13 per cent, at which it represents only 20.8 per 
cnt of the whole—in contrast with nearly one-third in the 
arly postwar phase. Apart from this, the really heavy 
Heclines have occutred in. groups. that have been strongly 
fluenced, not only the pressure of monetary policy, but 
‘pecially by the fall in prices as well as the revival at tom: 
>’ demand (thus permitting a fall ig physical stocks). 
he textile groups and leather and rubber, for example, now 






































Business Notes 


command {£36 million less credit than in November, 1951, 
at {£90 million ; retail trade is down by {£40 million, and food, 
drink and tobacco by £27 million. “ Other financial” has 
contracted by {29 million and “ unclassifiable ” industry. by 
£25 million. : 


* * * 


Higher Rail Fares Sought 


Immediately before the recess, the Minister of Transport 
announced that the British Transport Commission is to 
submit a new railway passenger fares scheme early in the 
New Year. It is easy to justify this move from what is 
known of the Commission’s financial trends. The § per 
cent increase in freight rates that the Minister sanctioned 
in November, under the so-called proyisional arrangements 
provided by the 1947 Act, was expected to produce about 
£14} million. But the current rate of deficit was then put 
at between {20 million and {22 million in a fuil year, leaving 
a gap of £7} million at the maximum. 


To produce such a sum from passenger fare revisions will 
not be easy, nor will the process be quick. For it appears 
that the application will take the form of a new passenger 
charges scheme in substitution for the one that occupied 
so much time at the Transport Tribunal’s enquiry in 1951 
and was in part suspended by the Government last May when 
it was due to come into effect outside London. The reason 
for this procedure rests on-an oddity in the Transport Act 
itself—to proceed by way of an alteration to an existing 
charges scheme would take longer than the submission of an 
entirely new scheme. There is scope for a more fundamental! 
approach to railway passenger fares and it may be hoped 
that the scheme will admit two principles. The first is the 
possibility of variation in charges to conform more closely 
with costs. The Commission has not got very far in previous ° 
hearings in persuading the authorities to accept the implica- 
tions of his principle as it would affect season tickets and 
workmen’s fares ; and it has never attempted to pursue it in 
relation to long distance passenger fares. 


The second principle concerns the relative levels of fares 
in London and in the rest of the.country. There is no 
economic argument to justify a common level of fares if; 
as a result, London passenger transport would remain a 
burden on the rest of the Commission’s undertaking. If 
London is a special case, it should be dealt with in a special 
way, and not by some species of concealed subsidy from the 
railway system as a whole. 


x & 


Agreement with Argentina 


Britain seems likely to get more meat from Argentina 
next year, but will have to pay more for it. After the usual 
tiresomely protracted negotiations a treaty covering the 
exchange of meat and other commodities is expected to be 
signed with Argentina within the next few days. No details 
of the proposed pact have been published in London, but 
in Buenos Aires the Argentinian foreign minister told a press 
conference that 250,000 tons of meat will be shipped to 
Britain under the new treaty, at a so-called “ pilot price ” of 

161 a ton ; under the old protocol, which expired in April 
this year, Britain received 200,000 tons of meat at a so-called 
“basic price” of £126.a ton. It remains to_be seen whether 
a “ pilot price ” means the same thing as a “basic price”; if 
it does, then the new price, which is roughly halfway betweea 
Britain’s initial offer and the Argentina’s initial demand, will 
represent an increase of 29 per cent over the old level. 
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There was no doubt room for some increase, but in the light 
of the trend of other commodity prices, this seems a rather 
poor bargain for Britain. But the meat contract cannot be 
judged in isolation from the other—and still unrevealed— 
details of this year’s settlement of the annual haggle with 
Argentina. Hitherto virtually the only imports from Britain 
that Argentina has been willing to receive in exchange for 
its meat have been essential goods—such as coal, tinplate 
and petroleum—that Britain could readily sell for harder 
currencies ; each year, for some time past, Argentina has 
promised to import a certain quota of tonsumer goods as 
well, but it has not lived up-to its word. It is to be hoped 
that firmer (and enforceable) assurances have been received 
this time, and that something will be done too about 
Argentina’s accumulated debts to British subjects in 
respect of financial remittances. Another feature of the 
agreement that will have to be closely scrutinised is whether 
the British Government has agreed to allow the Argentine 
central bank to run up a debit balance (the figure of £20 
million has been mentioned) at the Bank of England. 


It is impossible to estimate how much of the increase in 
meat prices will bepassed on to the British consumer. The 
present retail price of meat is 2s. a lb. or £224 a ton. At 
first sight this would seem an ample margin to cover the new 
Argentine price of £161 and the. cost of storage, freight and 
distribution. But Argentine meat is not considered separately 
in the Ministry of Food trading accounts and for meat 
trading as a whole there is an annual loss covered by a 
subsidy of 7d. a lb. Thus, the increased cost of meat will 
have to be passed on to the consumer unless the Ministry 
decides to increase the subsidy—which it certainly should not 
do. The effect of the agreement on the level of the ration is 
almost as uncertain as its effect on the retail price. Shipments 
of meat from Argentina under the old protocol were com- 

' pleted early in the summer, and since then only a small 
quantity has been shipped under a special contract. Never- 
theless $81,300 tons of beef and 45,500 tons of mutton and 
lamb have been imported into this country from Argentina 
during the first eleven months of the year compared with 
461,200 tons of beef and 15,000 tons of mutton and lamb in 
the same period last year. Shipments from Australia this year 
have fallen to a mere trickle but the decline has been more 
than compensated by an increase in imports of New Zealand 
mutton and lamb. It is largely because of this that the 
Ministry of Food has been able to keep the meat ration this 
winter at a higher level than last year, despite the now 
customary hold-up in supplies from Argentina. 


*® * * 


Cars and Purchase Tax 


The Chancellor of the Exchequer sprang no surprises 
last week when he announced that there would be no change 
in the rate of purchase tax on private cars before the budget, 
if at all. Much has been made of falling employment at the 
motor factories, but the industry certainly has sufficient 
orders at home and abroad to sustain it for several months. 
But the sharp reduction in the price of the Standard Van- 
guard suggests that mass-produced cars in the higher price 
ranges are becoming less easy to sell, The Vanguard has been 
reduced from {919 to £795 including tax ; the reduction in 
the manufacturer’s price is'a good deal less at £80, but the 
purchase tax at the current rate adds a big bonus to every 
price reduction. 


The Vanguard may be a special case, because the existing 
model is.being radically restyled in the spring. But purchase 
tax on cars is so high that buyers would be feckless indeed 
if they did not discount some months before each’ budget a 
possible reduction in tax. The motor industry has also 
encouraged this apprehension by asking for a reduction in 
tax four months before the budget was due. It did not, how- 
ever, plant the idea in the public’s mind—the seed was sown 
when the government yielded to pressure to reduce the 
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purchase tax on textiles last spring, and late; 

the rate on certain glass and eather goods wa Gal 
These actions have to be remembered in accenin, 
Butler’s assertion that “the uncertainty (a)oy wen 
created by myself or by the government.” The Cisrupyis 
of retail trading before each budget has reached Gem 
that no can ignore. As the pubic a 
adept at the rules of the tax game, retailers have to act fy 
and further ahead to avoid trouble when the public 
buying and to prevent taxed stocks from piling up. Inf 
end, the manufacturer suffers. No one can say whethe 
slackness in the home market for cars is seasonal a 
tax fears, or the sign of satiated demand. But it ‘ ‘; 
much of people “to adjust their nervous systems” oi 
the Treasury holds its annual review of purchase tax 7 
answer is that they have already made their adjustment » 
consequences that are plain to see. a 


* * * 


No Par Value Inquiry 


Sometimes praise is due to those who refuse to op 
no for an answer. Last week’s announcement that the Bop 
of Trade has set up a committee to consider no par shay 
is a reward for persistence on the part of those who, ip & 
terms of the official statement, have shown “continuigg 
interest in the matter.” They had little reason for encouryg 
ment ; no par value shares were not endorsed by the Cohg 
Committee when it studied the company law nearly ten yeu! 
ago, and Sir John Barlow’s private Bill, which sought ton 
no par value shares permissible, went virtually unsuppord 
by the City and by the Government, and was “ talked ox 
after some of the most bitter speeches ever heard from i 
Labour benches. 


To set up an expert committee to inquire into no p 
value shares is a mark of grace on the part of the authoritis 
that few observers had expected. The committee, under ti 
chairmanship of Mr Montagu Gedge, QC, is composed d 
experts in accountancy, the law, investment, industry a 
trade unionism, serving in their personal and not rep 
sentative capacities. Perhaps such expertise is needed les 
establish the facts about n.p.v.—which after all has work 
satisfactorily in America in ways that are fairly famila- 
than to carry the authority of an objective (and let it ® 
hoped unanimous) inquiry into a subject of relative techni 
simplicity that has seemed to become hopelessly overlaid 
with political animus. - 


The n.p.v. share is distrusted on the Left, not becatt 
it is dishonest or unsafe, or open to exploitation by unscrupt 
lous promoters—none of these objections has any merit 
all—but simply because it tells the truth about an equlf 
share in a way that the share with a nominal or unrealitt 
par value never could. One of the most successful proj 
ganda lines from the left wing in recent years has been i 
denunciation of “high rates” of dividend on particuli 
shares calculated by reference to their wholly re ae 
tive par values. But equally there have been deficienci’ 
understanding on the other side—that n.p.v. is new-fan 
unnecessary and not worthy of support from the temples 
City rectitude. This attitude must be abandoned f # 
new committee is to do its work well and with some chatt 
of leading to changes in this archaic section of 
company law. 


* * * 


How Much Steel? 


Last week the British Iron and Stee! coke 
announced its intention of producing 17} million ne 
of steel in 1952 ,at the same time, the Ministry of S4 “ 
released an estimate of 18.35 million tons [or , 
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steel that has actually been available in Britain in 
rhis figure is presumably on a §3-week. basis ; it 
imports, re-usable material, and the effects of 
in producers’ stocks, as well as home production. It 
Je to draw from it some rough estimates of the com- 
arts of these supplies, as in the accompanying table. 
ves a figure of about 157 million ingot tons for steel 
; in Britain this year, nearly 9 per cent: more than 
- and a far higher figure than home deliveries have 
r reached before in peacetime. A year ago, even amid the 
of consumers, it was possible to doubt whether the 
| shortage could be quite as bad as it sounded. ‘Today, 
ugh all the wailing has not subsided (as an article on page 
* bi shows), the 19§2 steel shortage seems in retrospect even 
ts wi iss possible to take very seriously. 
There are no statistics as yet to show where the extra 
illion-and-a-quarter ingot tons of steel—perhaps 950,000 
ns in finished steel products—has gone. At the beginning 
this year Mr Robert Shone, director of the steel federation, 
t the increase in defence demand, compared with 1951, at 
bo,ooo ingot tons more steel. Nothing in the record of 
armament this year would suggest that much more steel 
likely to have been used than was planned. At that time 
ir Shone also postulated a 10 per cent increase in exports 
metal-using goods, which might require another 350,000 
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STEEL SUPPLIES IN Britain, 1950, 1951, 1952 
(Million Ingot Tons) 
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1950 | 1951 (estimate) 

mv oduction ...<sssesseaes . | 15-64 16°35 

oducers’ stocks .......+. . oe 0-43 — 0-25 
nO pa 16-07 | 16-10 
NOTH ports... csc sece cease 0-56 | 1-80 
der th p-usable ..,c:vebiuxeed es . 0-54 0-45 
etd ptal supplies ........4.. 45 | 17-17 | 18°35 
y mports ...> +-skeecaee eee . 2°67 | 2-60 
rept ——————_| 
less 1 ome supplies 14-50 15-75 
worked sc St i ER so eae 
iliar= os-week year. Output in the first 52, weeks is expected to be 


about 16,100,000 tons. 
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hgot tons more steel than the year before—an increase partly 
D be offset by cuts in capital investment here and in supplies 
ecans metal consumer goods to the home market. In fact, exports 
‘rut i metal-using goods do not seem likely to be any higher 
crit {ee volume this year than last. Engineering output might be 
equit bout 2-3 per cent higher; over the year, than in 1951 ; but 
cals Mmmuch larger increases in engineering output in earlier years 
prope ppeared to require littke more than 350,000 ingot tons of 
ca Xtra steel each year; and employment in the engineering 
ticul hdustries has failed to continue the increase that it showed 
escent b 1950 and 1951. 


a Since some consumers are still genuinely short of steel, 
sie d indeed there are still general shortages of a few products, 
Fe 7 is hard to escape the conclusion that consumers’ stocks, 
a ‘ well as producers’, must have risen considerably since the 
Bi ginning of this: year. If so, maldistribution of stocks is 
f prtls responsible for individual and local shortages. That 

haldistribution will haveycome about—as some people in the 
hdustry from the beginning suggested that it would come 
Pout—trom the present system of. allocation. Any clear 
es on the 19§2 steel shortage remains impossible until 
ne \iinistry allows consumption statistics (even in the form 
> waich allocation has necessarily distorted them) to be 
ublished once again, But on the broad evidence available 
, far, steel allocation may well have done so much to aggra- 
ic the steel shortage as to relieve it. The scheme should be 
polished, and quickly. 
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Scottish Bank Meetings 


The annual meetings of two of the Scottish banks, the 
Commercial Bank of Scotland and the National Bank of 
Scotland, traditionally provide something of a curtain raiser 
to the meetings of their bigger London brethren in January. 
In the year to October 25th, the Commercial Bank showed 
a fall of just over £2.2 million (to £121.1 million) in its 
deposits, a rise of over {1.1 million (to £14.5 million) in its 
note circulation, a fall of over £6.1 million (to £32.1 million) 
in its advances and bills discounted and a decline in profits 
by £22,665 to £379,789. The National Bank, in the year 
to November 1st, showed a rise in deposits by £800,000 to 
£97 million and a rise in its note circulation by {1.2 million 
to {10.4 million ; but it, too, showed a fall in its discounts 
and advances by {2.4 million to {27.8 million, and in its 
profits by some £8,000 to £286,000. 


One difference between the two banks is, however, that 
the National Bank has adhered—and, as its Governor, Lord 
Rowallan, declares, is “proud” to adhere—to the old 
tradition of showing investments in its balance sheet at below 
stock exchange valuations. The Commercial Bank, however, 
enters its investments on the formula introduced by some of 
the major London banks in the middle of 1952. Its invest- 
ments, which-are all redeemable at fixed dates, are entered 
in the balance sheet “ at or under cost and below redemption 
price” ; under this formula total investments are shown at 
just under {50 million, which compares with a market value 
of £46.9 million and a book value (on the old formula) of 
just under {52.9 million a year ago. When account is taken 
of the improvement in gilt-edged prices between July and 
end-October, the extent of this shortfall of market value 
below book value (about 6 per cent) indicates that the average 
life of the Commercial Bank’s investment portfolio must have 
been considerably longer than that of most of the British 
banks that have published balance sheets since the rise in 
Bank rate to 4 per cent. Another feature of the Commercial 
Bank’s balance sheef is the vigorous expansion of its foreign 
business “in North America and Europe, which Lord 
Rotherwick, the Deputy Governor, attributes to the “ partial 
relaxation of certain exchange controls early in the year” ; 
the Commercial Bank’s contracts running for the sale of 
foreign currencies amount to {18.6 million, all of these being 
covered by purchases to a corresponding amount. Both Lord 
Rotherwick and Lord Rowallan pay tribute to the effectiveness 
of monetary policy in aiding Britain’s fight for external 
solvency, but both, not surprisingly, draw attention to the 
adverse effect of recent developments on banking costs .and 
profits. Lord Rowallan, indeed, goes so far as to say that 
“all banks would therefore welcome, as soon as possible, a 
lowering of the Bank rate, with its consequent improvement 
in the value of their investments.” 


* * * 


«“ Mr Cube” Escapes Tax 


The High Court has confirmed the decision of the 
General Commissioners for the City of London that ie 
money spent by Tate and Lyle, Limited on the “ Mr Cube ” 
advertising campaign against nationalisation is an admissibje 
deduction from profits for income tax purposes. Such expen- 
ditures must (under Rule 3 of Schedule’ D) be “ wholly and 
exclusively laid out or expended for the purposes of the 
trade,” and the key to that provision is the fact that the word 
“trade ” is preceded by the definite article. The campaign 
cost “£15,339 ; it was conducted with express authority 
of a general meeting of the company and designed to counter 
the Labour Party’s threat, in April, 1949, to nationalise the 
sugar manufacturing and refining industry: 


The Crown’s contention was that the payment could not 
be wholly and exclusively for the purpose of the trade, that 
it was Money spent to advance a political cause and hence con- 
nected with the ownership and not the conduct of the 
business ; an earlier decision on which the Crown placed 
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great reliance was that of the Privy Council in 1923, in the 
case of Wood and Co: v. the New Zealand Commussioners of 
Taxes, where the Court had held that a payment made by 
that company, a brewery company, in a campaign against 
prohibition was not an allowable expense for tax purposes. 
Mr Justice Harman relied on two main points in his decision. 
First, the New Zealand case was to be distinguished because 
the New Zealand tax statute differed considerably from the 
British Income Tax Acts. In New Zealand, the expense 
must have been “exclusively incurred in the production of 
the assessable income "—a much narrower definition. The 
other was a sentence from a judgment of Lord Cave in 1926, 
that a voluntary payment made on the grounds of commercial 
expediency may still be wholly and exclusively spent in the 
purposes of the trade. 


The decision conforms with common sense. The essential 
feature of the “ Mr Cube” campaign was that it advertised 
Tate and Lyle, Ltd., and from an advertising point of view 
the fact that the campaign had a political flavour was inci- 
dental. The purpose of such a campaign is to establish the 
name of the advertiser in the mind of the reader in circum- 
stances that hold the reader’s interest. If the Crown’s 
contention had been upheld, it would, logically, have meant 
the end of prestige advertising as such ; each advertisement 
would have to link name and product together before the 
cost of it would be wholly and exclusively a trade expense. 
The Income Tax Acts have produced some curious results, 
but it would have been hard to believe that Parliament evet 
intended (whatever the tax authorities may have intended) 
that the latter should become the arbiters of advertising as 
of so much else. 


* ¥ ¥ 
Lower Engineering Exports 


The volume of British exports in October and November 
was about 4 per cent above the rate current in the second 
quarter of the year, but, as export pricés had fallen slightly, 
the value of sales was about the same as it had been then. 
The dominant feature since midsummer, however, is that 
while textiles and consumer goods have continued their slow 
recovery, shipments of engineering products (such as 
machinery, vehicles, cutlery and electrical goods) have not 
regained the level of the second quarter and are substantially 
below the peak levels of the first quarter. Indeed, the most 
striking feature of the detailed trade figures for November, 
which were published last week, was a sharp fall in exports 
of vehicles to {36.6 million, some £3 million less than 
in October and fully £13 million less than in November, 
1951, Only 19,219 cars were shipped abroad last month, 
compared with 20,545 in October and 31,521 a year ago. 
This fall occurred although exports to the United States were 
well maintained ; the American market took 3,532 cars in 
November, compared with only 964 a year ago. On the other 
hand, Canada is now importing fewer British cars than in the 
summer, while shipments to Australia amounted to only 430 
last month, against 10,025 in November, 1951. Fortunately, 
exports of machinery in November, at £35 million, were 
little changed from the October rate and only fractionally 
below the level of the second quarter ; while exports of iron 
and steel manufactures in October and November were higher 
than in the second quarter—the November total of £18.5 
million was {4.4 million above that of November, 1951. 


The recovery in textile exports continues to be slow. ‘Wool 
exports in November were unchanged from the October total 


of £11 million and were still {2 million lower than in ~ 


November, 1951. Cotton exports were also steady at the 
October figure of £11 million, but were £7.5 million below 
‘those of a year ago. This contrast between the rate of 
recovery in wool and.in cotton is clearly shown by imports 
of the raw fibres ; raw and waste wool imports last month 
cost {11.4 million, compared with {6.7 million a year ago, 
but raw and waste cdtton imports amounted to only {9.7 
million, against £24 mullion a year ago. Other categories 
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of imports continued to decline and there «., , ae 
striking fall in tobacco imports, from , :-5 Le 
November, 1951, to £4.9 million last month. Means 
import and export prices are continuing to 
Last month the Board of Trade’s index of :,, 
(1951= 100) declined by a further point :, 
another slight fall in import prices but «x 
unchanged. “5 
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* * * 


Rolls-Royce Goes to Sea 


For some time past Rolls-Royce has been seeking i 
develop its interests outside the aircraft industry, The 
gas turbines shortly to be installed in the Admiralty’s exo 
boat, Grey Goose, are the first marine engines that 
company has built. They follow on the introduction ofy 
new range of Rolls-Royce petrol engines and the appearags 
of the first of a similar range of diesel engines. The mp 
turbine units are still regarded as prototypes. but the ining 
shore trials have been highly successful. Most of the ing 
trial gas turbines utider development are the work of cog! 
panies with long experience of the design of industrial pony 
units ; Rolls-Royce brings to the design of these big g 
turbines a unique experience of jet engine design, though! 
none of either steam turbines or high horse-power diesey 

The principal contribution of a gas turbine is the ore 
power that it gives for small weight. The Grey Gong 
was previously powered by two 4,000 horse-power steag) 
turbines. The two Rolls-Royce gas turbines that are nog 
to replace them are rated at 6,000 horse power each, but te 
new installations save about §0 per cent in total machiney 
weight, as well as valuable engine-room space. Aero-engi 
manufacturers probably know more about weight-saving tha 
any other engineers ; whether they know as much abo 
reducing spares and servicing time to a minimum remains 
be seen. . These two features, lower weight and fewer spare, 
explain the very active interest that the Admiralty has taker 
in gas turbine development for use in smal! craft. Th! 
United States Navy has also wakened suddenly and sharply 
to the possibilities, and is to purchase two Rolls-Royce ga 
turbines and two built by Metropolitan Vickers, the com 
pany’s chief competitor in this field. Metropolitan Vicker, 
in whose drawing office the Armstrong-Siddeley Sapphire @ 
engine was first designed, has already provided the Admiral 
with a gas turbine for installation in a motor gunboat, and tw 
improved versions are now due for delivery. The Rove 
Motor Company has supplied the Admiralty with small gs 
turbines for trials in harbour launches, but it is hardly ma) 
position to offer these bigger engines. In addition to its dire 
orders, the Admiralty acted as middleman for the sale of te 
four turbine engines to the American navy, and for the sil 
and licensing agreements for the British steam catapult fat 
American aircraft carriers. These orders from the Amercal 
navy should bring in about £3 million to the compadi 
concerned and thus over $8 million to the central doll 
reserves. 


* * * 


Cotton Commission’s Forward Contra ts 


Spinners who continue to buy their cotton ‘rom the Rat 
Cotton Commission can now undertake a great’ risk in ti 
expectation of obtaining their raw material at 2 Detter pre 
The commission now offers a new “ direct-to-1mill’ contrad 
differing in two important from the usua commissil 
contract. Previously the commission sold spot. with delivery 
from warehouse of a definite type and quality cotton 
that the spinner knew when he would get hi: cotton 
that it would suit his spinning requirements. !h< new 
tract is for future deli at an imate, but not a 
date: the spinner buys c.i.f. for delivery at the 442); —_ 
takes a chance on when the ship will arrive. [7 the sol” 
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Enterprise 


Whether it be the start of a new business or the 
extension of an old one, a banking account helps a 
good idea along by pointing the way to the soundest 
business practice. There’s safety in it as well as 
convenience in all transactions. And, if advice be 
needed, it is gladly given at every branch, | 


It certainly pays to see the Bank about it. 
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The capture of Diana’s Stag was the 
third Labour of Hercules, and the 
chase led him beyond Arcadia; fora 
whole year the animal eluded him, 
running all over Europe through every 
kind of country. 


The Nickel Organisation, too, has had to 
follow the quest wherever it led, however 
inhospitable the country. The best nickel 
deposits exist in remote places, and the 
making of communications has been part 
of the hard task. Many miles of railway 
are operated, handling over two million 
tons of material monthly. The trains keep 
running in every kind of weather—and 
temperatures of 55 degrees below zero have 
been recorded at the Copper Cliff mines, in 
Northern Ontario. Expteration engineers, 
too, are constantly at work. Such is their 
success that proved ore bodies are now con- 
siderably greater than twenty years ago,in 
spite of heavy withdrawals. Yet the search 
for new deposits must go on, so rapidly 
does the demand for nickel increase. 


THE MOND NICKEL COMPANY LTD. 
Sunderland House - Curzon St.- London - W.1 
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place, the new contract is for cotton of a quality only approxi- 
mately defined and the spinner has to take the risk that when 
it arrives the cotton may not prove precisely suitable for him. 


Uncertainty of arrival means that the buyer may not get 
his cotton when he wants it. If it comes too soon, he has to 
face storage charges ; if it is too late, he may have to buy his 
requirements elsewhere, possibly at a higher price. If the 
quality is not right—it may be not good enough, or it may 
be too good for the purpose for which it was bought—the 
spinner has to dispose of it and buy other cotton ; the contract 
provisions for price adjustment for quality may cover him 
for the price of the cotton, but it may not help him to keep 
his mill working. 


The attraction of the new contract is the prospect of getting 
raw cotton at a lower price. Small mills may prefer the 
certainty of buying from the Raw Cotton Commission under 
the old contract. But larger mills, with ampler finance, 
storage space and with opportunity for using a wider range 
of cotton, may find attractions in the new contract. ll 
spinners who still buy from the commission will have the 
choice of buying spot under the old contract or forward under 
the new—thus enjoying the best of both worlds as the occa- 
sion suits, as some spinners. who have contracted out of 
buying from the commission now somewhat ruefully observe. 


* * * 


Nuffield without Morris 


The retirement of Lord Nuffield from an active role 
in the motor industry is like the removal of an old and 
familiar land mark. He has given up both his post as chair- 
man and as director of the British Motor Corporation that 
he helped to form last year and retains only the title of 


honorary president. Lord Nuffield must be the last of that - 


generation of motoring pioneers who could build a car with 
their own hands—an ability he shared with men as different 
as Henry Royce and Henry Ford. When technical advance 
in the motor industry was rapid, commercial success 
depended on the ability of the men at the top to assess the 
importance of each new development in terms of their own 
models ; the quality of their judgment rested very largely 
on the possession of an intimate and intuitive knowledge of 
cars, how to design them and how to put them together. 


By the thirties, the first spring of this technical impetus 
had exhausted itself, and car designing charged from an art 
towards an exact science in which the important element 
was production. The new generation of motor manufac- 
turers are production engineers, and although William Morris 
was not one of them, he was more successful than most of 
his contemporaries in adapting himself and his companies to 
a new environment. 

The Nuffield organisation remained as it had grown—a 
geographically scattered group of assembly plants, engine 
and body factories, radiator plants, machine tool factories 
and foundries, some making parts for certain cars, others 
making a complete model under one roof. But it was suffi- 
ciently closely integrated to be able to hold its own in terms 
of output and of price with the other five companies of the 
“big 6.” At one time after the war it seemed doubtful 
whether Lord Nuffield could keep pace with the driving 
energy of men like Leonard Lord (who left the Nuffield 
group to go to Austin and who succeeds him as chairman of 
BMC) or Sir John Black at Standard, or with the efficiency 
of the American-inspired Ford and Vauxhall factories. He 
might not have done so, had the Morris Minor not been 
such an astoundingly successful piece of motor engineering. 
Many hold that the Morris Minor was the best designed of 
all postwar British cars, for all its modest power, and their 
judgment is supported by those European markets that know 
a good small car and have bought more Morris Minors than 
any other British model. The merging of the Nuffield and 
Austin resources should in due course bring the productive 
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efficiency of the group to as high a standard a; ¢ 


in the motor industry. Nuffield without Willian Maree a 
hardly be the same, but consolidation bide: - 
. fun 


opportunities of its own. 


* * * 


Oil Surplus without Abadan 


Without Persia, oil output in the world this Year see 
likely ro be about § per cent higher than it was jp a 
(during about eight months of which Abadan was still 
operation). According to forecasts by the Petroleum In. 
mation Bureau, the total should be about 640 million mess 
tons, compared with 610 million metric tons last year. 
1952 estimate is about 60 per cent greater than in 1946, 

The United States is responsible for more than half 
the world output, though Canada and some of the mijg 
remaining Middle East producers are expanding their oy 
much more quickly, In Iraq the operation of the pe, 
pipeline to the Mediterranean has been largely responsi! 
for a growth of output to more than doubie the 1951 lew 
while Kuwait is continuing its rapid expansion of the jy 
few years. Though it is hardly possible to do more thy 


guess at output behind the Iron Curtain, there were signs ¢ 


Ow Output, Wortp & Matin Propucine Countnrirs, 1946 & 19 
(Million metric tons) 


(Onecare necessitate 


1946 1951 Est. 1952 


(ene nen eerie nT SCTE POS 
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MA ae | 248-2 | 324-2 | 310 
Venerutle o56.06 ssc ets i 56-7 | 90-9 95-0 
Saudi Arabia <i .is. kes 8-1 | 37°2 4) -0 
Bawa oi ccs eaters 0-8 28-2 317 
WSs sich posse 47 | 8-7 19-0 
WRONICG. bss ca bia ree RS 7-1 11-0 } 11-6 
CAORGM 6s Guin i vac ue eee 1-0 6-4 | 8:0 
PURE Sess ves eee 19-5 | 16-4* 
Wored Torat.. 5 cies 5390°8 {| 610-0 640-0 
* jan.-August. 1950 output was 32-3 million metric tons 
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rising output in Russia and in most of the satellite count 
earlier this year, though not in Rumania; in all, outpt 
of oil in Eastern Europe may have been rising somewhi 
faster than in the world as a whole. Consumption in variow 
major markets has not shown as considerable a rise as ws 
achieved in the previous few years, and a surplus has nov 
developed of refined products-as well as of crude ol 
Present conditions, therefore, would hardly offer Dr Most 
degh much profit if he were able to dispose of Persum 
oil on the world market. But if large quantities of Persia 
oil were to be offered at cut prices, there would be a shay 
reaction upon the world price structure for oil. 


* * * 


Quality and the Merchandise Marks Act 


At the time of the budget, the President of the Board 
Trade promised to revise the Merchandise Marks Act. } 
object was to provide, together with the suggested British 
Standards for textiles and some household goods. better salt 
guards for the public than had ostensibly existed under th 
utility schemes. The revised bill was introduced by b 
Mancroft in the House of Lords last week. and it 9% 
most of the way towards meeting criticisms of the old 
It is possible at present to prosecute traders lor grins 
false descriptions of the weight, measure, materia!s or 
of manufacture of an article. But the evolution of “ 
methods of treatment, particularly of textiles, 125 made 
possible to give special properties to materials and oa 
and descriptions specifying such properties do not fall 
the scope of the present Act. The revised Act would 
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§ cecution possible not only when the substance of the article 
, wrongly described, but also when claims were made for 
“quality, fitmess for purpose, strength, accuracy, per- 
‘mance of behaviour of any goods” that could not be 
+antiated. Moreover, it would be possible to prosecute a 
der when the description was misleading, as such descrip- 
¥< sometimes are, without being technically untrue. 
his revised version should provide the public with a 
ynger safeguard against exploitation by the unscrupulous 
ge than can British Standards, These can never be more 
yn tninimum standards, if they are to be within the reach 
the majority of manufacturers. Their effectiveness depends 
ectly on the importance that the public places upon the 
‘’s mark on consumer goods. The tendency of some of 
better quality manufacturers to ignore the mark com- 
tely, on the grounds that it signifies a standard of quality 
below that of their own products, certainly does not help 
strengthen public reliance upon the mark. 


It has always been difficult to obtain a conviction under the 
erchandising Marks Act. But the new proposals do spread 
» net wider, in order to take account of refinements in 
nufacturing (and advertising) technique; and it should 
otect the public more effectively—provided always that 
meone can be found to initiate prosecutions that become 
essary. The Board of Trade has the authority to do 

but seldom appears to exercise it. Under the revised 
t, the British Standards Institution will be able to take 
ion should any manufacturer use the BSI mark when 
was not entitled to do so. But if neither of these 
Mies are concerned to “ police” the new regulations, the 
tail Trading Standards Association is the only body 
+mecly to take such action. This organisation is supported 
0 the retail trade and by some manufacturers, but not by 
‘0 e government ; it may or may not be able to afford such 
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, secutions. The new act provides for rather stiffer fines 
) an in the past, but says nothing about costs, Such cases 
ri fe not cheaply prepared or cheaply fought. 

+ . * 










Hard” Capital for the Sterling Area 


Since the plans for Commonwealth development 
etched out at the recent Prime Ministers’ conference must 
pend, in part at least, on the flow of capital from hard 
birency areas to’ sterling countries, any news of loan opera- 
ns of this kind is doubly welcome at the present time. Two 
ich operations have been announced in the past week. The 
st of these is a Swiss credit for Sw. Frs.30 million to the 
buth African Government. This does not represent fresh 
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S mey ; it is a partial renewal of a banking credit of some 

ue . Frs.36 million made nearly three years ago to the South 

sil _— government by a syndicate of Swiss banks. This 

al edit was for two years, with an option to renew for a third 

ar; as this option was exercised, the credit will fall due 

B the carly part of next year. While Mr Havenga was in 

pndon recently he entered into negotiations for its renewal. 

€ lound that three large Swiss deposit banks were prepared 

renew their respective tranches of Sw. Frs.10 million each, 

t that the smaller banks that took part in the original 

rd of ensaction wanted repayment of their quotas (amounting in 

Hs ie ‘© some Sw Frs.6 million). The Sw. Frs.30 million that 

iti S been renewed will be for two years with the option of a 

salts itd vear renewal, as in the case of the original credit. This 

rt edit is without strings, and is not specifically attributed to 
Lotd ty commercial operation or capital development. 

goes 








The second and more substantial operation is a $31.5 
ion loan from the World Bank to the Indian Iron and 
























vi eel Company Limited. The loan will help the company to 
ethod Try out a five-year project that is so designed to more than 

nef pubic its present blast furnace capacity of 640,000 tons a 
de it ar ard to increase its finished steel capacity from 350,000 








700,000 tons annually. This loan covers one of the pro- 
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jects studied by the World Bank mission that visited India 
earlier this year and is the bank’s fourth loan in India ; it 
follows upon ious loans of $31.2 million for railway 
development, $18.5 million for power and irrigation, and 
$7.5 million for land clearance in Central India. This fourth 
venture blazes a new and interesting trail since it is the first 
made by the bank directly to a manufacturer. When the 
bank has lent funds for private manufacturing enterprise 
in the past, it has done so by making loans to intermediary. 
borrowers, such as central or development banks that have 
re-lent the proceeds to these enterprises ; this latest loan, 
which has a term of fifteen years, will be made direct to the 
Iron and Steel Company, although—as is necessary under 
the bank’s articles of agreement— it will have the guarantee 
of the Indian Government. 


* * * 


Stronger Tea 


Tea prices, which signally failed to revive following 
the end of rationing in this country in September, now seem 
to be making a slight recovery. At the London auctions 
this week prices were 2d. to 6d. a Ib dearer than during the 
previous week. Demand had been particularly weak in 
recent months, for when rationing ended housewives 
and trade alike had tended to consume their stocks. As a 
result tea was being sold in London at prices well below the 
cost of production and freight. Now the period of adjust- 
ment seems to be passing—wholesalers report increased 
business and are therefore buying slightly larger quantities. 


This improvement in demand has coincided with an 
improvement in the quality of tea offered at the sales. Prices 
for lower grade teas have been particularly poor this season ; 
some months ago, when it seemed that the Indian crop this 
year might be some 40 million lb higher than last year’s, 
the Indian growers decided to pluck the bushes more finely. 
As a result the: quality of the output has improved but the 
quantity has decreased sharply ; it now seems that when the 
crop year ends in April the world crop will in fact be smaller 
than last year. Nevertheless, the North and South Indian 
producers have decided on a voluntary restriction scheme to 
reduce next year’s crop by 8 per cent, from 620 million Ib 
to §70 million lb. In addition about 80 tea gardens have 
already notified their intention to close down as prices are 
insufficient to cover their costs, The government of India 
is deeply concerned at the plight of the tea industry. An 
Official team that had been investigating conditions issued 
its report last month and recommended various measures of 
financial: relief for tea growers. The report has not yet 
been adopted: by the government, but in the meantime the 
government has granted a postponement in the time at which 
the tea excise duty is due to be paid. In Pakistan the govern- 
ment has suspended the tea duty for a further three months. 


The Ceylon tea growers have not been so badly hit. This 
year’s Ceylon crop is likely to be smaller than the record 
levels of the last few years. Ceylon tea tends to be of better 
quality and it has sold well in London this year. Yet Ceylon 
apparently intends to restrict the quantity of better quality 
tea that it will send to London in the future—a proposal that 
the trade in London considers to be a mistake. 


* * * 


Increasing Nickel Production 


World production of nickel is still insufficient to meet 
the current requirements of defence, stockpiling and civilian 
needs, and the metal is one of the remaining half-dozen 
still allocated by the International Materials Conference. 
It is not surprising therefore that producers are pressing 
ahead eagerly with exploration for new nickel deposits 
in various parts of the world and with the develop- 
ment of existing mines. The giant in this field is the 
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International Nickel Company of Canada, which produces 
go per cent of Canada’s, and over 80 per cent of the free 
world’s, annual output. This company’s $1§0. million 
expansion programme at its underground mines in Northern 
Ontario is due for completion next year; the programme, 
which is entirely financed out of the company’s own resources, 
should provide International Nickel with an annual capacity 
of 13 million tons of ore from underground operations and 
thus should ensure that it will be able to maintain its present 
annual output of about 250 million Ib. of refined nickel for 
some years to come. Canada’s second largest nickel pro- 
ducer, Falconbridge Nickel Mines, also has a development 
programme in hand in Northern Ontario and hopes to reach 
an annual nickel output of 35 million lb by 1954; while 
Shesritt Gordon Mines are developing nickel-copper deposits 
in Manitoba and expect to complete a new refinery (with 
an annual capacity of 17 million lb) next year. Outside 
Canada, a United States aided project in Cuba is expected 
to-produce 30 million lb of nickel next year and the French 
firm of S. A. Le Nickel (operating in New Caledonia) has 
brought its production up to 14 million Ib yearly and is 
modernising its plant. New projects elsewhere are at a 
preliminary stage. 

Despite this actual and pending increase in production, 
nickel producers do not seem to feaf any serious drop in 
demand when rearmament production tails off. Government 
stockpiling may continue for some considerable time, and, 
as festrictions on the use of nickel and nickel alloys are 
removed, the metal should find a ready market for its 
traditional uses in the steel industry for hardening and resist- 
ance to rust. Recently many of the metal-using industries 
have been obliged to use substitutes, but in his year-end 
review Dr John F. Thompson, chairman of the International 
Nickel Company, expresses his confidence that most of them 
will be glad to return to nickel when they can. 


* * * 


Atomic By-Products 


There is a widespread feeling among scientists that 


greater use could be made in industry of materials made 
radio-active by exposure in an atomic pile. Understandably 
enough, the: principal use of these materials is for “ tracer ” 
work. Being chemically identical with the normal atoms of 
the same element, radio-isotopes will behave in precisely the 
same fashion. But since they give off radiation, their course 
can be traced by ordinary Geiger counters, whether they are 
undergoing a chemical reaction, being absorbed into human 
tissues, or simply travelling down a pipe. This gives the 
research worker a laboratory tool-of immense value, but there 
is no reason why the same property of giving off easily recog- 
nised and measurable radiations should not be exploited in 
routine industrial operations. A number of papers on the 
use of these isotopes presented at a conference at Oxford in 
the summer of 1951 have just been published.* Their 
subjects range from measuring techniques to process control, 
the elimination of static electricity and radiography. With 
the exception of radiography, which is simply a convenient 
method of non-destructive inspection of objects that it is either 
impossible or inconvenient to bring to a high-powered X-ray, 
the applications described were for the use of radio-isotopes 
in production processes in a wide range of industries, includ- 
ing chemicals, textiles and steel, where they would appear to 
be of immediate practical value. 


The accompanying table shows the number of packages 
despatched from Harwell, where the radio-active materials 
are taken straight from the atomic pile, and from Amersham 
where, when necessary, these isotopes are incorporated into a 
specified chemical compound. By comparison with other 
users, mostly laboratories, the number sent to industry is 
small. Some, at least must find their way into industrial 
research laboratories while the greater part are known to be 


” # Radioisotope Teahniques. HMSO, 25s. 
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used for radi . The compari M suggest 7 
least, a eee lack of appreciation in indwsay 

tialities of this new and inexpensive too! (consionmn 
rom Harwell cost an average of £20, those from Amwant 


DELIVERIES OF Rapio-Active Maiyii\;, 
JANUARY-SEPTEMBER 





Total . Export Hospitals 


From Harwell... 7,247 2,433 2,392 
From Amersham 


(March-Sept.).. . 310 151, 23 
£100 to £150 and equipment costs are sm.!!) that nila 
part be explained by the absence of qualific: physicists , 
but a handful of organisations or, perhaps by the exclygl 
of industry from any spheres where it might have an a 
tunity for becoming more familiar with the practices a 
techniques of nuclear physics. Many of the isotopes usdj 
laboratory and clinical work have a short w: rking life some 
times measured only in hours. But many that can be yal 
in industry have an effective life of 4 years, and sometimes 
§,000 years, except where a rapid disappearance of radigny 
is essential, as in surface coatings. This may aflect the vol 
of demand, but it does not wholly excuse its low level 


* * * 


Loans Save Little Fuel 


This has not beem the easiest of years in which » 
promote schemes for fuel economy in industry. Many ind 
tries have been producing somewhat less and_ therei 
requiring less fuel. During the mild 1951-52 winter, dy 
tributed stocks of coal did not decline by nearly as mai 
as would normally be expected. By the late Spring, toy 
it was obvious that coal was no longer scarce ; tempo iy 
or not, there was fuel to spare. As .a result, ind oa 
customers did not hasten to replenish their stocks until tt 
cold spell began. And it would have taken more than ti 
careful conclusions of the Ridley report to galvanise them 
into any anxiety to go out and buy new boilers. 

Even given these unpromising circumstances. it is diffi 
to believe that the Minister of Fuel’s one daring blew i 
fuel efficiency—offering {£1 million a year in Joans at cot 
mercial rates for i jalists prepared to invest tip 
borrowed money in “approved fuel-saving arpliances"= 
would ever have had much effect. Up to the middle of thif 
month, less than £26,000 had in fact been lent—to oul 
three industrialists. There were a few more borrowen #% 
the offing, and negotiations were in ess on loans amoul 
ing to about another £103,000. Most industrialists can itt 
more remunerative B yess than this for funds that tq 
borrow at commercial rates ; it is only in a very {ew industtit) 
that fuel costs are a significant item, and most o! these alte 
pay attention to fuel saving. If this scheme is to be effect 
it needs amendment, And there are some signs that 
other ideas accepted by the Minister—such as an advisiy 
service run by. industry itself—are not arousing mua 
enthusiasm among i iali 


Shorter Note 


The International Materials Conference has annoutt 
its allocations of copper, molybdenum and sulphur for tit 
first quarter of 1953: . | 


Molybdenum Sulphur | 
metric tons) (engi 

4th quarter, 1952....... 747,655 5,680 1.650,1 
dats 5 723,080 6134 (1.675100 


* Quarterly rates. Allocation was 3,300,260 tons in th: 2nd halt 
eos will be allocated 1,800 tons less copper, 9° we 
mo m and (at a quarterly rate) 14,000 [om 
edger tan in the current eater. The fail in cop 
allocations is due partly to lower requirements and party™ 
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PURCHASE 


wy-eighth annual general meeting 
rkeley Property and Investment 
Limited, washeld on December 
t 16 Berkeley Street, London, W. 


p B, Frere, MC, the chairman, 
said: Ladies and gentlemen,— 
last met, just under a year ago, 
chairman, General Dawnay, was 
and I conveyed to him on -your 
message of sympathy. Most of you 
are that he died during January of 
ind, in formally reporting to you 
ad outcome of his iliness, I would 
| feel sure also that you would wish 
. a tribute to his memory. 
Dawnay occupied a distinguished 
1 the City of London, where he 
known and highly respected for 
e qualities, of wisdom, knowledge 
rstanding ; these gifts, his wise 
ind his wide, experience were no- 
ore valued than by his colleagues in 
pany, to Which over a long period 
ic rendered outstanding service. 


A YLAR OF SUSTAINED PROGRESS 


Turning now to the accounts which you 
ve before you, I think I may fairly say that 
have had another successful year. The 
fofit before taxation has ris¢m to just under 
201,000, “the precise increase over last year’s 
ures being £15,876. Bearing in mind that 
ear’s profit was itself a record and some 
3,000 more than the year before, you will 
that the new administrative policy adopted 
ne three years ago, and since then ‘ener- 
ically put into effect, continues to bear 
wu. This sustained progress is particularly 
bieworthy in a year such as that under 
iew, when conditions in the rty 
Id have been markedly difficult... ‘Taxation 
ly takes the lion’s share of our profit 
116,157 this year—and I fear we must 
ygnise that the possibility of any reduc- 
n the foreseeable future is remote. 
You will see that we make a small transfer 
£1,995 to our general reserve to bring the 
ure in the holding company to a round sum, 
hd that after writing off small balances of 
liminary expenses in some of our subsi- 
are left with a nét surplus of 
to which must be added the amount 
torward from last year of £44,140, 
total of £126,228. From this must 
ed the cost of the preference divi- 
unting to £21,656, leaving available 
of £104,572. Out of this balance 
e to repeat last year’s dividend of 
‘on the ordinary stock, leaving us 
tr new year with a carry forward of 
vhich is practically £31,000 more 
orresponding amount last year. 


SALANCE SHEET CHANGES 


Ty : to the balance sheet, you will see 
‘antial changes, which reflect the 
of certain of our United Kingdom 

in order to finance the acquisition 
nportant Canadian subsidiary, the 
cotland Canadian Investment Cor- 
and of other investments of lesser 
ce in this country. The Canadian 
on Was announced in the press at the 
t you will, I-feel protons cor gta 
some further details, and this is the 
nate time to do so, 


































































MR PHILIP B. FRERE’S SPEECH 


ANOTHER SUCCESSFUL YEAR 


OF SUBSTANTIAL CANADIAN INVESTMENT 


I said just now that the past year has been 
a difficult one for the property world. It 
has: and there seems little chance of things 
getting any less difficult for some time to 
come. The conditions favourable to property 
investment are, essentially, freedom to 
borrow, and a low and, if possible, a falling 
rate of interest. The conditions we im fact 
have to endure, and are likely to have to 
endure for a long while, are precisely the 
opposite—the most stringent restrictions on 
borrowing arid a high and maybe rising rate 
of interest. These factors led your directors 
to the view that the time had come when we 
should realise a substantial part of our United 
Kingdom holdings and reinvest the proceeds 
where they could be employed in conditions 
more favourable to our type of business, and 
at the same time provide a desirable spread: 
both in-the character and the location of our 
capital security. 


CANADIAN PURCHASE 


Our Canadian purchase provides the 
means: we consider ourselves more than 
fortunate to have found this company: and to 
have been able to negotiate the purchase, 
and I personally wish to pay a very warm 
tribute to our managing director, Mr Bloom- 
field, and our deputy chairman and finance 

or, Mr Frew, to whom the credit for 
this achievement must be given, and upon 
whose shoulders the main burden of the 
exacting work necessarily fell. Their ser- 
vices to the company, both over here in the 
earlier stages and subsequently in Canada, 
deserve our warmest 


You now own through the Canadian sub- 
sidiary a large fund in Canadian dollars, 
securely invested in land and Government 
bonds available for our participation in the 
immense possibilities of that great country. 
The Dominion of Canada as the whole world 
knows is possessed of natural resources of 
quite exceptional richness, the development 
and exploitation of which has only just 
begun: a great and a prosperous future 
undoubtedly lies before her. 


CANADA'S POTENTIAL WEALTH 


But I would stress to you here, today, that 
it is wpon the future in Canada rather than 
the immediate present that we should found 
our anticipation of profitable return—that this 
investment is of a long-term rather than a 
short-term character. Canada needs very 
large sums indeed of capital to develop her 
vast potential wealth: she is in equal need 
of men—of population. Only with the build- 
ing up of these two. essential elements can 
she attain to that high degree of commercial 
prosperity to which she is destined by virtue 
of her mineral and other wealth. ‘Such a 
building up is not accomplished within one 
year or in two—it is a much more lengthy 
process ; and in the meantime caution must 
be the watchword where investment is con- 
cerned. But given this element of caution 
and careful judgment, given the ability to 
take the longer-term view, we, your directors, 
are confident that your Canidian subsidiary 
will in the years to come prove itself to be a 
valuable and rewarding investment. 


For practical reasons of management and 
direction, no less than for fiscal reasons, it 
is desirable that the board of our Canadian 
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subsidiary should be autonomous and dis- 
tnct from the board of the parent company— 


that it should have the status of an 
independent body directed and controlled by 
Canadian nationals of standing and experi- 
ence. I am giad to tell you that leading 
members of the Canadian legal and accoun- 
tancy professions have accepted office as 
directors and that in our view these gentle- 
men will bring to the board of our Canadian 
subsidiary precisely those qualities which we 
consider to be <ssential to its success, 
together with a Close knowledge of local 
affairs and conditions, 


EFFECT ON INCOME POSITION 


One word about the probable effect of this 
substantial change of investment upon our 
income position in the current year and in 
the immediate future. It is likely that our 
income from this particular source—our 
Canadian A ene 5 Sa temporarily be less 
than the income from the investments which 
it replaces ; so that during the current year 
our purely. investment income may show a 
reduction. Against this, we are confident 
that our other sources of income—-in par- 
ticular income from trading Operations of 
our subsidiaries—will more than compensate 
for any reduction under the former heading ; 
so that the final result in our profit“and loss 
account will be not less favourable than it is 
at present. 


To return to the balance sheet—you will 
notice a substantial increase in current lia- 
bilities and a corresponding increase in current 
assets: the reason for this is that, at the date 
of the balance sheet much of the purchase 
price for the Canadian company was unpaid, 
much of the purchase price of the properties 
disposed of had not been received. The large 
balances arising in this connection, debit and 
credit, have since the date of the balance shect 
been very largely eliminated and will have 
been completely liquidated within the next 
few days. 


SUBSTANTIAL CAPITAL SURPLUS 


There is nothing further in the balance 
sheet to which I need draw your attention— 
the comprehensive notes, which form part 
of the accounts, will be found to provide 
explanations where the figures themselves 
need amplification, 


There is, however, one matter to which I 
would like to refer before closing, namely, 
the substantial capital surplus arising from 
the sale of our United Kingdom properties 
to finance the purchase of the Canadian sub- 
sidiary ; you will remember that some two 
years ago we had a revaluation of all our pro- 
perties which showed a figure considerably 
in excess of book values, I would like share- 
holders to know that the properties soid 
realised a figure substantially in excess of 
the valuation made two years ago, which is 
more than satisfactory when it is remem- 
bered that during the last twelve months the 
property market generally has ‘suffered 2 
sharp recession, 


I have already expressed our special in- 
debtedness to two of our directors: but I 
cannot conclude these remarks without a 
tribute to our. administrative staff, whose 
loyal and devoted work during the year has 
materially contributed to the satisfactory 
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results which it has been my privilege to 
place before you. 


The report and accounts were unanimously 
adopted. 


NEW ZEALAND LOAN 
AND MERCANTILE 
AGENCY COMPANY, 
LIMITED 


MR MICHAEL G, H. BROWN’S 
SPEECH 


The fifty-eighth annual general meeting of 
New Zealand Loan and Mercantile Agency 
Company, Limited, was held, on Decem- 
ber 19th, in London. 


Mr Michael G. H. Brown, the chairman, 
who presided, in the course of his speech, 
said: You. will have seen from the press that 
the price of wool is holding up well. If 
present prices are maintained and the whole 
of the expected clips in-Australia and New 
Zealand are disposed of, these two countries 
should receive a very satisfactory income 
from their exports. In the four months from 
July to October, 1952, Australia had a favour- 
able trade balance of £624 million in Austra- 
lian currency, against a deficit of nearly £177 
million in the same four months of 1951. 
Similar figures for New Zealand are not yet 
available for this period, but with higher 
prices for meat and dairy produce they should 
be showing the same trend. 


The Australian figures show a very remark- 
able improvement and leave one to hope that 
the severe import restrictions in both coun- 
tries may soon be further relaxed. If they 
are, then. we should benefit, particularly in 
our merchandise departments. 


SEASONAL CONDITIONS 


In Victoria and New South Wales seasonal 
conditions are favourable. There is a good 
body of feed almost throughout these areas, 
and stock is in good condition. With certain 
exceptions, the south and central districts of 
Queensland have also had good weather, but 
the north-west is still suffering from a most 
severe drought. In New Zealand there have 
been heavy rains for the last five weeks which 
have delayed shearing and retarded the fatten- 
ing of lambs. There is, however, an abund- 
ance of feed, and if the sunshine, which is 
expected, comes. the prospects will be good. 
Dairy production to date is running at record 
figures. 

As we know to our cost in this country, the 
weather can change rapidly. Australia has, 
on the whole, had good weather conditions 
now for some six or seven years. It would be 
unwise, however, to assume that the era in 
which that part of the world was liable to 
spells of bad weather has passed. Against 
this, there is no doubt that these countries 
have. greatly improved their ability to with- 
stand bad weather conditions, by improving 
their lands, by increased water facilities, and 
by continually improving technical know- 
ledge. 


We tend in this country only to hear the 
surprising items of news from the other side 
of the world and not to hear about the 
regular day-to-day affairs. In the past year, 
the main items of news were of credit restric- 
tion, severe import controls, bush fires, floods 
and droughts. Although these have hit many 
individuals very hard indeed, both countries, 
as a whole, have carried on a regular and even 
prosperqus economy. Provided they will 
really face up to their high cost structures, 
particularly in Australia, I know of no reason 
why they should not continue, with some ups 
and downs, to expand their economies. 


The report and accounts were adopted. 


COMBINED EGYPTIAN MiILLs 
LIMITED 


(Cotton Spinners, Manchester) 
YEAR OF TRADE FLUCTUATIONS 
SIR JOHN REYNOLDS ON THE OUTLOOK 


The twenty-third ordinary annual general 
meeting of Combined Egyptian Mills 
Limited, spinners of cotton and synthetic 
fibres, was held on December 22nd in Man- 
chester, Lt.-Col. Sir John Reynolds, Bart., 
MBE, JP (the chairman), presiding. 


The following is an extract from his circu- 
lated statement: 


The gross trading profit for the year is 
£1,703,384 compared with [2,507,964 in 
1951. Provision for taxation at £861,000 
(against £1,315,000) does not include any- 
thing for excess profits levy, since the board 
is advised that the year’s profits will not 
attract liability to this tax. The board believe 
that despite their fall, the profits of the year 
justify them in recommending payment of 
the same dividends as last year, namely, 8 
per cent on the ordinary stock and 74 per 
cent on the preference stock, but this should 
not be taken as an indication that these rates 
can necessarily be maintained for the current 
year. In addition a further £200,000 has 
been placed to the general reserve, thus rais- 
ing this reserve to £1 million. The remain- 
ing balance of £141,543 has been added co 
the carry-forward, raising it to £411,322. 


For many years your board have been 
following a carefully planned policy of re- 
equipment and modernisation and it is their 
intention to continue. The extent must, how- 
ever, be tempered by the net means available 
to us. During the year, £108,421 has been 
spent on capital additions and, moreover, our 
plant has been kept in first-class condition 
by the expenditure of £443,000 on repairs 
and maintenance. Future commitments on 
capital account as at September 30, 1952, 
are £219,000. The high cost of new 
machinery is retarding our plans for renewals 
in the progressive way which we feel our 
business demands. I hope that there will be 
some early adjustment in values which would 
encourage us to accelerate our programme cf 
modernisation. The frequent introduction of 
new fibres has led us to develop a research 
unit which will allow us to participate in such 
developments at an early experimental level. 
The spinning of synthetic fibres may’ well 
feature ever-increasingly in our affairs. 


SATISFACTORY LIQUID POSITION 


The level of stocks of cotton, yarn and 
sundry stores at £1,772,901, compared with 
£2,155,765 a year ago, gives some indication 
of the strong line your board took against 
spinning yarn for stock. It has not been 
necessary to use any part of the stock. con- 
tingencies reserve and the company has been 
successful in accomplishing the transition 
from higher prices to the present more 
moderate levels without suffering any 
appreciable losses on stock. We have thus 
been able to endthe year with a satisfactory 
liquid _ position—{1,575,193 cash and 
£2 million tax reserve certificates. The tax 
reserve certificates cover our tax liability to 
September 30, 1952 (payable January, 1953, 
and January, 1954), and we are, therefore, in 
&@ position to finance out of our own free 
resources a return to full trade. 


HISTORY OF RAPID FLUCTUATIONS 


_The history of the year’s trading is a 
history of such rapid fluctuations in trade as 
can seldom have been seen before. 
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At one time during this 
worse than ever experien 
of your company. 


Lancashire’s exports of 


year, trade 
cd in the hisig 


rns whic 
fortunately, have shown a lecline a 
peak postwar year 1949, were very sey 
hit by this general world cd pression. Wh 


it may be too early to record 
in trade, domestic textile ; 
countries are now showing 
in common with our own 
reflected by the recent imp 


a definite tun 
NQUSITIES Ip 
-Teased activige 
his is alread 


rovement in og 
yarn sales overseas. Your company CONtinuRy 
to foster its valuable export trade, and ty 
guard the good name of its h sh-quality yang 


which are known the world over. 
Our order book, in common with ot 


spinners in our section of the industry, is gp 
on as high a level as we would wish, af 
our weekly return of spindles activey 
working is still well below normal, andi 


much further recovery must be made int 
coming year if'the figures of 1952 are wh 
equalled. 


GOVERNMENT'S TASK 


Cure for our ills is not simple, and 
greatest enterprise and skill will need 
used if the known retraction in internatioag 


world textile movements is not to fog 
Lancashire to eventual reduction 
spindleage. 


The only useful long-term policy whid 
any government can pursue is first to redut 
the burden of taxation, and secondly, to pw 
tect markets, not so much against competition 
as against unfair competition 


Further improvement in the trait 
efficiency requires two things: (1) availabiliy 
of money to modernise machinery and 
re-deployment of labour to make full ux 
the new machinery thus installed. 

Availability of money is the major tat 
which the government should have in mini 
This may be achieved either by direct sub 
sidy, as was done by Sir Stafford Crip 
under the Cotton Spinning Re-equipmell 
Subsidy Act, or by a common-sense readjut 
ment of the basis of company taxation. 


THE CURRENT YEAR 


Of the coming year I speak with gra 
hesitation. October opened with eaming 
showing but a very modest measure 
profit. Since then an improvement i : 
has been experienced and more spindles 
am glad to say, are now at work alt 
on a much lower profit margin than 4 
year ago. 


It is my personal belief that the steal 
improvement from the worst ‘s likely to 
tinue, that home-trade (in retai! circles) is 
grossly over-stocked, and ‘hat the hom 
market will before long become once 99% 
a- substantial buyer in Lancashire. - 
our position has clearl improved Wi 
decline in the price of high quality cots 
to a more sensible level. “ : = righ 
anticipating a recovery in the home mf” 
a ccinnable year’s trading may be aie 
but in this I am in the realms P 
and trends of trade cannot easily be ere 
even by the wisest and bes! inf 
planners. 


The report and accounts were adopted 


ee 
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thirty-fourth annual general meeting 
wn Bayley’s Steel Works Limited, was 
Jd on December 19th in Sheffield, Mr J. 
Garton (chairman) presided, and made 
following statement: 


“In regard to the repayment of the pre- 
ence share capital, I said in the second 
agraph of my statement which was circu- 
ed with the report and accounts, that the 
heme for such repayment would be in your 
ds before the end of the year. An essen- 
part of the scheme is the liquidation of 
he Farniey Iron Company Limited, but it 
s not considered advisable to put this 
mpany into liquidation until your company 
d purchased the outside shares in Farnley. 
is purchase was completed on Desem- 
h, so that we are now in a position 


The 
Bre 


his 
r Sth 
















onthe proceed to finalise the scheme. It is, of 
‘= urse, necessary On a repayment of capital 
» aad obtain an Order of the Court to convene 
wel > necessary meetings of the classes of share- 
_ and biders. but it has not proved possible to 
mn Oe alise the scheme in time to obtain the 
(0 be cessary Court Order before the Court 


ttings end today. However, the necessary 
plications to the Court will be made as soon 
possible after the Court Sittings commence 
» January 12th, and unless any unforeseen 
ficulties arise, I cam assure you that the 
oposals will be sent out by the end of 
muary.” 

The following is an extract from hi# circu- 
fed statement: 

The year under review covers the first 
bmplete twelve months’ period of this com- 
y since its steel making subsidiary Brown 
ayley Steels Limited was transferred to 
tional ownership. 

As is our custom, the consolidated accounts 








rade’ od . 

abil The Hoffmann Manufacturing Company 
df imited for the year ending December 31, 
we 1, are circulated with this statement, and 





so I have received permission from The 
on and Steel Corporation of Great Britain 








targa circulate the accounts of Brown Bayley 
mud, eels Limited for their first period to Sep- 
t Sue mber 29, 1951. You will see from these 





ounts that the companies are still very 
fiitably employed and there would seem to 
no reason why for some time this should 
pt still be the case. 


The directors have, during the year, ap- 
binted to the board Mr E. Lawrence N. 
uck, | L.B, a partner in the firm of Godden, 
olme and Co., solicitors, London. I have 
town Mr Tuck for many years and he has 
considerable experience in the affairs of 
me Hoffmann Manufacturing Company 
mited, which is your company’s principal 
bsidiary. His great knowledge will be of 
Sistance to us during the next few years. 
r Tuck’s appointment will come before 


= meeting for confirmation in the usual 
ay. 


Mr Fred Atkinson has been a director cf 
T company for many years in a technical 
d commercial capacity and having now 
taincd the age of 70, retires in accordance 

h Section 185 of the Companies Act, 1948. 
should like to put on record our apprecia- 
bn of the valuable services Mr Atkinson has 
mdered to your company over many years. 
























FINANCIAL FIGURES 


The balance sheet of the parent company 
jows further additions to our holding “in 
ne =6Hoffmann Manufacturing Company 








red. 
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BROWN BAYLEY’S STEEL WORK 
LIMITED | 


REVIEW OF A DIFFICULT YEAR 
MR Jj. W. GARTON’S STATEMENT 


Limited, which has been achieved by utilising 
surplus cash and certain investments of the 
Farnley group. This has, of course, resulted 
in an increased amount due to subsidiary 
companies, During the year there has been 
a fall in the value of gilt edged securities and 
this is reflected in the lower market value of 
the company’s holding of £1,128,750 British 
Iron and Steel 34 per cent guaranteed stock, 
1979-81 ; this is the total original stock issued 
to the company by way of compensation for 
its steel interest, the income from which has 
been used for the payment of dividends. . 


The consolidated balance sheet again ex- 
cludes The Hoffmann Manufacturing Com- 
pany Limited group whose consolidated 
accounts for the year to December 31, 1951, 
are separately produced as part of this report. 
The. purchase of further shares in The 
Hoffmann Manufacturing Company Limited 
referred to in my previous statements is 
clearly reflected in the accounts. 


In the consolidated profit and loss account, 
last year’s figures have been adjusted so as to 
eliminate all items referring to the assets sold 
to Brown Bayley Steels Limited on January 
8, 1951, except that the £33,090 retained 
for dividends to February 14, 1951, has been 
added to the net profit after taxation. The 
fall in the trading profits from £126,528 to 
£90,363 refers almost entirely to subsidiary 
companies and will be the subject of later 
comment. A full year’s interest on iron and 
steel stock as compared with 54 months in 
the previous year is chiefly responsible for 
the large increase in investment income. The 
additional holding in The Hoffmann Manu- 
facturing Company Limited together with an 
increased dividend accounts for the extra 
income from this subsidiary. 


Our taxation advisers are of the opinion 
that there will be no liability to excess profits 
levy for the seven months’ period from 
January 1, 1952. 


SUBSIDIARY COMPANIES 


The Hoffmenn Manufacturing Company 
Limited, as ywu will see from their accounts, 
‘have had another successful year and the 
demand for their products remains at a very 
high level. 


The South African company’s trading 
profit fell by £13,537. This company is a 
selling organisation and the fall in profit is 
entirely due to difficulties experienced by its 
main supplier, Brown Bayley Steels Limited, 
in obtaining licences to export steel from the 
United Kingdom. With regard to The Taylor 
Rustless Fittings Company Limited, which 
is the stainless steel fabrication works in 
Leeds, shortage of supplies of suitable sheet 
steel has limited the turnover and has, there- 
fore, resulted in a smaller profit. However, 
the position of both these companies con- 
tinues to give satisfaction. 


BROWN BAYLEY STEELS LIMITED 


The accounts of this former subsidiary 
company, circulated with this statement, re- 
present the steelmaking assets of the group 
vested in the Iron and Steel Corporation of 
Great Britain on February 14, 1951. They 
show highly satisfactory results with a trad- 
ing profit on an annual basis of £821,816 
compared with £774,932 for the year to July 
31, 1950. It is interesting to note that out 
of the net profit after taxation of £264,374 
there was retained in the business £245,856. 
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Once again I must say that it is very 
difficult to forecast the future of your group 
and I can only assure you, as I have done 
before; that during the time of this un- 
certainty, any dividends received by this com- 
pany from the trading companies of the group 
will be handed to the shareholders and that 
the company will continue to operate at the 
smallest possible expense. 


You will appreciate that it is impossible to 
take any definite decision as to the future 
until it is decided whether the steelworks can 
be repurchased or not, but when this is 
known, your directors will submit proposals 
for the future of the company as quickly as 
possible. . 


The report and accounts were adopted and 
Mr J. S. Ridges and Mr E. L. N. Tuck, the 
retiring directors, were re-elected. ‘ 


HEENAN & FROUDE, 
LIMITED 


ANOTHER SATISFACTORY YEAR 


The fiftieth annual general meeting of 
Heenan & Froude, Limited, was held on 
December 22nd at Worcester. In the un- 
avoidable absence of Mr Alan P. Good 
(chairman), Sir Richard A. Pease, Bt, 
presided. 


The following is an extract from the chair- 
man’s circulated statement for the year ended 
August 30, 1952: 


Your group of companies has again had a 
satisfactory year of trading and all the works 
have been engaged to capacity. Group net 
profits before taxation stand at £394,003, 
compared with £370,851 last year, and after 
providing for taxation, which takes over 
63 per cent of net profits, there is left 
£144,515, against £140,943. 


The balance of orders on the books at the 
close of the year was well in excess of £5 
million, representing yet another record, a 
gtatifying achievement in a year when the 
sellers’ markets which have dominated world 
trade for a long period have in many cases 
turned in favour of buyers. Of total orders 
about one-half is on the books of the parent 
company and, with the growing competition 
from other industrial nations making itself 
felt in engineering, it will be difficult to main- 
tain these peak figures, which are due in some 
measure to the rearmament programme. The 
resistance of overseas buyers to price in- 
creases is hardening and with foreign manu- 
facturers ready to step in with quick delivery 
and ‘often lower prices and long-term credits, 
a continuance of the upward trend in costs 


at home will soon be reflected in smaller 
order books. 
Your company celebrated its fiftieth 


anniversary as an incorporated company on 
March 2, 1952, and the occasion was marked 
by the distribution of a Jubilee bonus of 24 
per cent on the ordinary shares. 


ALL SECTIONS FULLY EMPLOYED 


All sections of the company’s business have 
been very fully employed and, notwithstand- 
ing the demands made on the design and 
technical staffs by the inflow of orders, time 
has been found to maintain the development 
programme by adding to the range of 
machines and experimenting in new~Gesigns. 

The demand for the company’s engine test 
plant was at a high level from both home and 
overseas markets, and a major advance has 
been made in the design of a new type of 
Froude dynamometer capable of absorbing 
very high powers at extreme speeds. The 
Heenan Eddy-cutrent Couplings continue to 
exnand into new i i Ss. 
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In the industrial cooler section orders have 
increased regularly each year simce the war. 
The automatic machine section has success- 
fully put many new designs into service and 
offers a very wide range of machines, 


The steel scarcity has delayed all contracts 
in the municipal engineering division, in some 
cases for more than a year, but it is hoped 
that steel authorisations will be granted as 
supplies improve, 

Turning to the subsidiary companies, 
Fielding and Platt Limited have during the 
year concentrated on the development of 
improvements to their very wide range of 
hydraulic presses. The output of malleable 
and grey iron castings of Court Works 
Limited reached a new peak. The new build- 
ing work and re-equipment of W. G. Bagnall 
Limited at the Stafford Works continued 
during the year. 


Industrial Waste Eliminators Limited 
effected a substantial increase in deliveries 
of its abattoir equipment and this increase in 
turnover has earned a best-ever profit for the 
year, Further progress has been made during 
the year on the adjustment of the production 


lines at the Wishaw Works of Morton 
Machine Company Limited. Associated 


Locomotive Equipment Limited have had a 
satisfactory year and the two remaining 
subsidiaries, The New Destructor Company 
Limited and Hyganic Developments, 
Limited, are not trading. 


The report was adopted. 


THE INDUSTRIAL CREDIT 
COMPANY, LIMITED 


DR Jj. P. BEDDY’S REVIEW 





The nineteenth ordinary general meeting 
of The Industrial Credit Company, Limited, 
was held on December 17th, at the offices of 
the company, 9, Leinster Street, Dublin: 


The chairman, Dr J. P. Beddy, in moving 
the adoption of the report and accounts, said, 
inter alia : 


_ The total assets of the company appear at 
£,2,844,087. This total is being financed on 
the basis of a paid-up share capital of 
£1.5 million. To a very substantial extent the 
company relies on temporary borrowings. 
Your directors consider that the company’s 
present borrowings are at too high a level. 
In contemplating any increase in paid-up 
capital, however, due regard will be given by 
“them first to the dividend-earning potential 
of the company and, secondly, to the 
undesirability of financing temporary and 
quasi-temporary obligations by permanent 
capital, 

The gross profit for the year at £91,775 
shows a reduction of £41,304 from that of 
the previous year, due principally to a de- 
cline of over £90,000 in profits on sales of 
investments, which decline was partly offset 
by other items (mainly increased underwrit- 
ing profits). There was an increase of 
£36,650 in > Administrative and general 
expenses, due almost wholly to the payment 
of additional interest on borrowings. Were 
it not for bank and loan interest, the net 
profit (£32,058) would have exceeded 
£78,000. 


As to the current year, your company is 
committed to a number of capital issues 
involving in all over £1.1 million. Already 
sirice October 31st your company has spon- 
sored wiie public issue of cumulative pre- 
ference shares and ordinary shares, and it is 
a welcome sign that the ordinary shares were 
over-subscribed. In the issue of preference 
shares, however, there are difficulties. While 
present conditions continue, it is likely that 
there will be greater resort to issues of par- 
ticipating preference shares. 

The report and accounts were adopted. 


COVENT GARDEN 
PROPERTIES COMPANY 


YEAR OF. RE-INVESTMENT 


The twenty-eighth ordinary general mect- 
ing of Covent Garden Properties Company, 
Limited, was held on December 18th, in 
London, Sir Brian Mountain, Bart. (the 
chairman), presiding. 


The following is an extract from his circu- 
lated statement: 


The revenue of the company and its sub- 
sidiaries for the year, after deducting cost of 
administration, management and _ repairs 
amounted to £443,767 an increase of £20,475 
over the previous year. Dividends from sub- 
sid ary companies, which are included in the 
figure of net revenue, show an increase aris- 
ing from the acquisition of the balance of the 
ordinary shares of Clarendon Property Com- 
pany, Limited. 

I mentioned last year that your company 
was in process of acquiring a number of 
shop and office properties of an aggregate 
value of £1,500,000. The transaction took 
the form of the purchase of shares in ten 
companies owning the properties. The shop 
properties, which occupy good trading posi- 
tions, are almost~all situate in London and 
the suburbs and are let to multiple and other 
established traders. The group also own a 
number of office properties in the West End 
of London let to substantial tenants. All 
these properties were acquired as from Dec- 
ember last and from the results to date your 
directors are satisfied that this investment 
will prove a satisfactory one. 


Your directors decided in March last to 
sell the property known as Princess House, 
Oxford Street, for which an attractive. offer 
had been received. Completion of the sale 
took place on June 24th last. The surplus 
arising on the sale of the property has been 
transferred to capital reserve. . Certain: pro- 
perties have already been purchased with 
part of the proceeds of this sale and your 
board has under consideration at the moment 
various further proposals for the re-invest: 
ment of the balance. 


THE ACCOUNTS 


You will have seen that the properties 
owned by the group appear in the consoli- 
dated balance sheet at alfnost £9 million. 
Quoted investments show a reduction of 
£141,305. This represented the book value 
of the shares of Clareridon Property Com- 
pany, Limited, owned prior to the acquisi- 
tion of the balance of the ordinary shares of 
that company. The item unquoted invest- 
ments represented the security realised dur- 
ing the year. 


From the gross revenue of the year has 
been deducted: debenture stock « interest, 
amortisation, directors’ and trustees’ fees and 
also profits tax and income tax. The figure 
of taxation amounts to £118,000 for income 
tax and afurther £60,000 for ts tax, an 
increase in the aggregate of £13,626 over last 
year. The net profit for the year is £97,114 
and there is a balance available of £181,486. 


It is proposed to pay a final dividend of 
2} per cent on the ordinary shares, making a 
total of 5 per cent for the year, leaving an 
amount to be carried forward of £94,337, 
an increase of £18,607 over the previous year. 

Shareholders will appreciate that the year 
under review has been one of re-investment 
and that this will apply also to the current 
year. Your, directors are however satisfied 


that this redeployment of the y's re- 
sources will provide an improved portfoli 
giving a wider spread of risk and in 


course a greater return to the shareholders, 
The report was adopted. 





view of the strong position the diregt 
recommend a final dividend on the ordinuy 
shares of 114 per cent, making 16 per cam 
‘for the year, as compared « 


olio. 
due . 
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REGIS PROPERTY 


FURTHER PROGRESS 


os enn annual ceneral mee 
t egis Property Compiny, Limi. 

held on December 18th in | ondoa, Ti S 
Hon. Lord Kennet of the Dene, PC gp 
DSO (the chairman), presiding |) 7? 

The following is an exi: 
lated statement : 

The construction and p.rti: 
new section of Plantation House was fm 
completed in 1951. The effect of the aim 
pletion of this project can be seen in an 
stantial expansion of income 


» 


{ irom his Cire 


ioning of i 


n the profit 
loss account. An increase of revenue fy 
offices has outweighed a further rise in 
goings in res of flats including g 


tional expenditure of (12341 on ae 
current repairs and maintcnance, 
this expansion there is a l:eavier change 
interest om increased mortgage liabilite 
but the result has been a growth due 
the year of £7,759 in profits subject toy 
tion, Which mow stand at £167,112 for i 
year. 


INCREASED NET PROFIT 


The net profit of the group has risen 
£2,471 to £76,361. The surplus of the yexy 
net profit after deducting the amount pm! 
Vi for deferred repairs has increased frag 
£48,788 to £66,476. This vives clear evidens 
of very satisfactory progress in the eat : 
power of the company. ‘Whe progress is; 
yet ended: office leases entered into priorgl 
1939 will be falling in during the comig 
years with further increase in revenue. i 


th 125 per oa 

for the previous year. 
Reserves and surplus amount 
£793,362. reserves, together witht 
ordinary capital of £400,000, constitute i 
equity of the company. In vicw of this poe 
tion the directors have considered that i 
issued capital should be brought more a 
line with the actual capital employed inte 
business, and they have therefore obveital 
Treasury consent to capitalise £400,000 
reserves and to make an issuc free of chang 
to ordinary shareholders of fully paid shan 
on a one-for-one basis. Sharcholders show 
not ‘assume that amounts distributed & 
ordinary dividends will be increased #& 
consequence of this. * 


now 


FINANCIAL RESOURCES 


There is a substantial excess of curret 
assets over current liabilities, and of the 
assets more than £500,000 is held in the fort 
of deposits. £550,000 or more of these i 
sources has been set aside for a further 9m 
perty investment. ? 

The greater t of the company’s rev 
now cae iamn-aftice properties. But re 
company owns 19 blocks of {!.'s, and by fat 
the greater number of these flats are . 
trolléd at statutory rents. Fah year the ot 


, E 


of upkeep of these properties ind the expemi 
of seared services for tcnants 
more burdensome. It is our policy tom 
these services to the fullest ex'ent practt : 
in the light of existing circunsstances, but 
am certain that the majority of our (cml. 
are not under the illusion that xpeaditure™® 
upkeep and services is adequa'cly coverel 5 
the rents of their flats. at t it + ne 
now : i that unto harm 18 Ue 
done se pales of both landlords a 
tenants by the anomalies of the Rent Rese 
“The report was adopted ani the promint 
‘issue was approved. 
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iNAHUMS HOLDINGS 
LIMITED - 


EFFECT OF TEXTILE RECESSION 
he third annual general i of 


hums Holdings Limited was on 
ember 23rd in Manchester, Mr Daniel R. 
hum chairman and managing director) 
Riding 

he following is am extract from his circu- 
d statement: 


ng so closely on the record group 
Hing profit of £207,987 achieved in 1951, 
. with regret that I have to report this 

that the group has suffered a small 
ping los 

he world-wide textile recession is well 
bwn to you, and although we have incurred 
bsiderable stock losses in common with 
t other textile businesses, I consider that 
have passed through the recent crisis with 
irked res lence. 
The group accounts show a trading loss of 
063 which is arrived at after making full 
bvision for reducing the stock to market 
ve at June 30, 1952. Furthermore, this loss 

takes into account amounts paid to 
pliers in respect of the difference between 
ntract price and replacement cost of for- 
rd cloth purchases, 
| informed you last year that it wan the 
ention of your, board to continue to 
minish old long-term’ commitments and 
avoid new ones and also to reduce progres- 
ely the amount of bank finance employed 
the business. I am glad to be able to state 
t our policy has, in fact, achieved a con- 
erable measure of success in both direc- 


s. 


‘ollo A 


IMPROVED LIQUID POSITION 


A noteworthy feature of the consolidated 
Jance sheet is the reduction in the value of 
stock from £924,192 in 1951 to £571,735 
s vear—that is a decrease of £352,457. 
though this decrease reflects, to a certain 
ent, the severe fall im textile prices that 
urred in the year under review, it can also 
satisfactorily recorded that the volume of 
-k carried was considerably lower than in 
previous year. This achievement is mainly 
result of successful sales drive campaigns 
tied out during the second half of the 
pany’s financial year, ‘ 


he improvement in the group’s liquid 
sition is also demonstrated the reduc- 

of £147,835 im our indebtedness to 
mkers and by the decrease of £86,051 in 
de creditors, accompanied by the mainten- 
e of the level of trade debtors. 


J hesitate to make any forecast concerning 
x prospects for the current financial year. 
he value and volume of the sales orders 
ked by our cloth companies during the 
t four months of the year are in excess of 
comparative figures fer the previous year. 
he acuvity of our yarn business has also 
proved compared with the position “six 
Dnths ago. Nevertheless’ it is impossible to 
esee the pattern of trade that will prevail 
our industry several months hence. I can 
HY Tepeat my statement last that your 
Pup is well placed to take advantage of 
y further improvement in trading condi- 
ms 


he versatility of your group ; the ever 
Teasing sales coverage and sales impetus 
home and in the many ramifications over- 
S; the accent on more original cloth pro- 
con, as te both design and finish, com- 
Nsurate with economic price levels—these 
the factors upen which we are concen- 
Mng as the basis of your group’s future 


Cess, 


he report and accounts were adopted, 
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DENNIS BROTHERS LIMITED 


ANOTHER SATISFACTORY YEAR 


GRIEVOUS BURDEN OF TAXATION 


SIR GEOFFREY BURTON ON 


The annual general meeting of Dennis 
Brothers Limited. was held on December 
19%h at the Café Royal, Regent Street, 
London, W.1, Sir Geoffrey Darcie (the 
chairman) presiding. 

The secretary (Mr H. E. Johnson, FCIS) 
read the notice convening the meeting and 
the report of the auditors. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended 
September 30, 1952: 


I am glad to be able to report that we have 
again had a rg year, and the net 
profit is only slightly less at £172,521, as 
against £176,506 for 1951. ugh the 
turnover is greater, our expenses, in spite of 
all efforts to effect economies, are still increas- 
ing. We have had to face during the past 
year increases in wages both to the manual 
and clerical workers, which cannot auto- 
matically be passed on to the consumer. In 
fact, it has been our endeavour, wherever 

ssible, to avoid doing this, and to create 
tesh savings by increased output per man- 
hour, and by reducing non-productive 
expenses in all directions possible. 


Stock is down by £40,000, but our debtors 
have increased by £42,000, tax reserve certi- 
ficates by £11,000, and the liquid cash 
position is better by £29,000. It will also 
be noted that our current liabilities have 
decreased considerably, our creditors being 
down by £13,000, and provision for current 
taxation down {61,000. 


TAXATION 


At the same time there is no need for me 
to emphasise that taxation is a most grievous 
burden on an expanding company, and, in 
fact, takes 60 per cent of the profits, and 
prevents all those engaged in our undertaking 
from enjoying the full fruits of their efforts. 
In addition, we have to collect from our 
customers at home large sums in purchase 
tax—another severe burden. We trust that 
the Chancellor of the Exchequer will see his 
way to reduce public expenditure and so 
enable him to remove the purchasé tax now 
levied on commercial vehicles at the rate of 
334 per cent. Much publicity has been 
recently given in the press to the necessity of 
reducing purchase tax on pleasure cars, but 
little is said about load-carrying vehicles. 
These are essential to the public, and there 
is, therefore, a very strong case for removing 
this burden. I sincerely hope that the Chart- 
cellor will take an early opportunity to 
declare his policy, and so remove the uncer- 
tainty which at present exists to the detriment 
of our order book. The slowing down that 
has already taken place due to this cause is 
bound to affect our prospects for the coming 
year. I have read this morning in the press 
that the Chancellor only yesterday indicated 
that he did not intend to consider any change 
in purchase tax on Commercial vehicles before 


eaied to tha the a oaks te tied 
crea e change in regard to 
sneeeemees, Meneens. Som. fore Sate 
being has res in an almost total cessa- 
tion of buying on the part of operators. 

Depreciation, although calculated on the 


same basis as im previous years. is lower. 
This is due to the fact that we have kept our 


INCREASING COMPETITION 


capital expenditure during the year down to 
a minimum. 


APPROPRIATIONS 


Turning sow to the appropriation 
account, the balance brought forward from 
1951 is £258,529. To this must be added 
the profit for the year of £172,521, making a 
total of £431,050. We have paid an interim 
dividend of sixpence per share. less income- 
tax, amounting to £19,720, and we now 
recommend a final dividend of two shillings, 
less income-tax, which will absorb £78,880, 
and this will leave a balance of £332,450. 
Owing to unforeseeable possibilities in con- 
nection with stock, plant replacement and 
overseas commitments, we have thought it 
best to carry this sum forward rather than 
appropriate it for some specific purpose. 


A Commercial Vehicle Exhibition was 
held this year at Earls Court, and it was 
agreed on every hand that the stand of your 
company was one of the most attractive in 
the show. We displayed, among other 
models, an entirely new goods-carrying and 
passenger vehicle, and from the interest 
shown and the inquiries received we are 
hoping for good results once we get into 
production which, with the still restricted 
supply of materials, is, unfortunately, a slower 
process than we like. The material position 
is not at all happy, both in the matter of 
supply and in some directions increased 
prices. Certair controls have gone, but there 
are others that have still to be dealt with. 


The doctrine that, because the demand for 
a certain raw material appears to some extent 
to exceed the immediate supply, it is neces- 
sary rigidly to control the whole distribu- 
tion, is in my opinion quite unsound. I am 
confident that the advantages that would 
accrue to industry by freeing the material 
from this rigid control. would far exceed the 
temporary difficulties that might be met. 
This applies particularly to steel. 


EXPORT TRADE 


The Government is continually pressing 
for increased exports, and rightly so, but to 
accomplish this we must reduce our costs. 
The competition we now have to meet from 
other countries is much more severe, coupled 
with the fact that currency and the restric- 
tion of import licences is closing markets 
against us. In point of fact the outlook for 
export business is not at all bright, although 
I am pleased to say we have maintained 
our standard during the past year. During 
the period our executive directors have 
visited Spain, Portugal, Holland, Irak and 
Yugoslavia, and we are continually seeking 
new markets. 


The fire engine and municipal vehicle 
departments of your business have both had 
successful trading results, though competi- 
tion is steadily increasing. The municipal 
vehicle section especially is meeting strong 
competition both at home and abroad. We 
are not afraid of this competition—in fact 
we welcome it. It is a cha ¢, arid we 
readily accept the challenge. petition 
acts as a stimulant to better products, im- 
proved design, methods of production and 
marketing, and last but not least to lower 
costs and prices. These are among the great 
benefits which private enterprise can confer. 
Such an urge quickly disappears when aan 








916 


industry is nationalised, and no longer has 
such competition to face. 


THANKS TO EXECUTIVE AND STAFF 


I have the honour to be chairman of your 
board, which as you know includes the top 
executives of the company. These men are 
responsible for the daily administration of 
your company and its various departments. 
They are doing a great job, and you can be 
sure that your interests could not be in better 
hands. To the remaining staff and work- 
people who comprise your company, I would 
like to offer eur thanks for their loyal, un- 
selfish and successful efforts during the year. 


The report and accounts were adopted and 
the final dividend of 2s. per share, making 
2s. 6d. per share, less tax, for the year, was 
approved. 


The retiring directors, Sir Geoffrey Burton, 
Mr N. P. Andrew and Mr R. E. Dennis, were 
re-elected and the remuneration of the audi- 
tors, Messrs Gane, Jackson, Jefferys & 
Freeman, having been fixed, the proceedings 
terminated. 


THE ROVER COMPANY 


TURNOVER AGAIN INCREASED 


The fifty-seventh annual general meeting 
of The Rover Company, Limited, was held 
on December 19th in Birmingham. 


Owing to the indisposition of the chair- 
man, Mr E. Ransom Harrison, FSAA, Mr 
H. Howe Graham, FCA, presided. 


The following is an extract from the chair- 
man’s circulated statement: 


I am pleased to report that during the year 
under review we have again increased our 
turnover both in value and in the number 
of vehicles sold. Our export sales for the 
year also reached a new record despite the 
fact that several of the principal overseas 
markets have during the year severely 
curtailed their purchases of motor vehicles. 


During the greater part of the year costs 
continued to rise, but in the main these 
increases have not been passed on to our 
customers, and we have, therefore, had to 
work to lower profit margins. Although 
increased competition and restrictions abroad 
necessitate working to smaller profit margins, 
the Government take an increasingly large 
proportion of our trading profits in the form 
of taxation. 


To take care of the expansion in our output 
referred to above and to allow for further 
expansion as and when this can be achieved 
we have purchased during the year additional 
factory space. We have also been fortunate in 
acquiring the premises adjoining our London 
repair department which will enable us to 
provide increased service facilities for our 
customers in-the London area. 


Development of the gas turbine car has 
continued during the year, and last June we 
established a speed record of over 150 miles 
per hour in Belgium which has been officially 
recognised as the first world record for cars 
driven by this type of engine. 


It is still not possible to forecast when gas 
turbine cars will be sold in quantity commer- 
cially, but we are finding that there is likely 
to be a market for small gas turbine engines 
for industrial and service purposes, 


The surplus on trading and management 
fees for the year of £1,401,889 is approxi- 
mately £100,000 less than the figure last year 
despite the increased turnover, aad reflects 
the smaller margin of profit on which we 
have had to work. The net profit amounts 
to £313,300 as compared with the figure last 
year of £258,030. After bringing in the 
balance from last year’s account, there is a 
total available for disposal of £401,562 out 
of which the directors recommend a final 
dividend of 1s. per share less tax, making 
a total distribution for the,year. of 2s. per 
share less tax. There is a balance carried 
forward to next year’s account of £101,186. 

The report was adopted. 


BRITISH OVERSEAS 
MINING ASSOCIATION 


MR R. L. PRAIN’S SPEECH 


The seventh annual general meeting of 
British Overseas Mining Association was 
held on December 17th, at Selection Trust 
Building, London, EC. 


Mr R. L. Prain, OBE, president, was in 
the chair. 
The president, in the course of his speech, 
said: 
TAXATION 


The industry’s greatest handicap remains 
the inequitable and overburdensome taxation 
imposed in this country. It has been intensi- 
fied during the year by the introduction of 
the excess profits levy. As you will know 
from the Council’s annual report, this 
association played its full part in obtaining 
substantial modifications to the original pro- 
posals, but the levy remains ill-conceived in 
principle and exceptionally onerous in prac- 
tice. 

Various provisions affecting mines, such as 
those of the Income Tax Act, 1945, have 
beén introduced into the United Kingdom 
tax legislation during recent years, but, valu- 
able as they are within their limited scope, 
they remain quite inadequate to ensure the 
survival of the industry in competition with 
its rivals in other countries. 


Our fiscal code lags far behind those of 
the other countries with important mining 
interests in its recognition of the special 
problems of the mining industry. For 
example, in the United States of America, 
Canada, Australia and Southern Rhodesia, 
there are systems of percentage depletion 
allowance. This is one of the most valuable 
forms of relief and of encouragement which 
can be given to a mining industry. In South 
Africa and South-West Africa there are im- 
portant provisions enabling new mines to 
amortise the whole of their capital expendi- 
ture before paying any tax, while in Northern 
Rhodesia substantially the same legislation 
has recently been introduced, 


‘In the light of the increased cost of 
equipping new mines to which I have re- 
ferred, these allowances have a special value. 
In South Africa, Southern Rhodesia and 
Northern Rhodesia the equitable principle 
has been adopted that only those profits 
derived from or accrued in those countries 
are taxable there, so that no additional taxa- 


tion is levied on profits brought in from 
overseas. 
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OVERSEAS OPINioN 

We have none of these :); 
Kingdom. 
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This is resented broad 
- ‘ a f 
the countries whose mine 


ee ) Safe ownedas 
British companies see the financial sp 
of. their mining indust:ics Guncint 
sapped to meet tax liabilicies in the te 
Kingdom. 7" 
A striking example of this can be 
the recent introduction of percentage 
tion in. Southern Rhodesi:. The Minis 
Finance, im announcing that allowance, al 
it clear that it was to ; 


; O€ restri 
Southern Rhodesian companies a no 
companies whose own governments os 
similar reliefs. Thus a Canadian of Uy 
States company would obtain a denis 
allowance in Southern Rhodesia which # 
denied to United Kingdom companies 5 
companies in this country to be under 
a competitive handicap cannot be consm 
with an enlightened policy of colonial 
development. 


The development of new overseas mig! 
from this country is now virtually prohibigf 
by our tax system. The long-term effey 
our national economy of this strangling 
one of our most important industries 
only be most damaging. 


CHANGE OF DOMICILE 


The burden which our tax code places 
British companies operating overseas js 
severe that it led a previous Chancellorg 
introduce thee much criticised provisiggl 
which have now been embodied in Secig 
468 of the Income Tax Act, 1992. 


These provisions seck to retain for 
United Kingdom a relatively small frag 
of revenue, which in my view is likely # 
more than offset by the losses engendered 
the repressive effects of the section. 
can only result in a diminution of 
country’s influence over both existing 
new sources of raw materials. It is diffu 
to overstate the harm which the provisieg 
are doing to our relations with overseas t 
tories both within and outside the 
wealth. 


OM 


NEED FOR URGENT LEGISLATION 


The association has referred to all th 
tax difficulties in its memorandum w1 
Royal Commission on Taxation and we) 
soon to give oral evidence before that bj 
The Royal Commission, however, have® 
sift an enormous volume of evidence a # 
aspects of our appallingly complicated a 
laws, and it will be a very long time atm 
their report is published. It will be @ 
longer before any of their recommendati 
can be implemented. 


This delay occurs at a crucial time m¢ 


economy and its dangers to the oven 


mining industry are evident. It 1s our rey 
sibility and our duty to do all we aa 
convince our financial 
urgent need to change the laws goveiil 
the taxation of this industry. 


The report for the year ended Septem 
30, 1952, was unanimously adopted. 


Mr Robert Walker, MBE, was “ 
president and Mr A. M. Bact vice-pre 
for the ensuing year and the proce ng 
terminated with a vote of thanks © 
retiring president. 
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The Index to The Economist is now published quarterly. Subscription rates are 5/- 2 


INDEX 


year ; single copies are priced at 2/- each. The Index to Volume CLXIV (july to 
September, 1952) is now available from: 


THE PUBLISHER, 22. RYDER STREET, ST. JAMES’S, LONDON, S.W.! 
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MARKET RESEARCH 


ns are invited from men or women for a senior appoint- 

h will involve the continuous study of markets as a basis 

ting future levels of activity. The essential qualifications 

e a first or second class honours degree in Economics, at teast 5 
ars’ experience in some branch of practical Economic Research; 
ference being given to candidates who have some knowledge of 
tiles. The successful candidate will be on the Company’s perma- 
it staff; the position is pensionable and will carry a commensurate 
lary. Complete details of education and experience should be sent 
the ‘rsonnel Manager, British Nylon Spinners Limited, 
yntypool, Mon 
HIEF FINANCIAL EXECUTIVE required by well-known firm of 
building and civil engineering .contractors in London Area. 
ofessional accountancy . qualification essential (Chartered or 
orporated preferred) with several years’ experience in industrial 
ancial management, costing, and budgetary control. Salary £1,000 
1,500. Age 35-45. Post carries high level of responsibility and 
rs good prospects.—Applicants should give full details of qualifi- 
ions and appointments held and salaries: te be submitted. in 
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‘ Kk Liouse, 
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SOUTHERN RHODESIA 

’ eas Representative, experienced Export Sales and 
nt Market. Research, fluent French, seeks position in 
Central African Representative, or similar to U.K., 
ion, or U.S.A, House.—Box 139, 

VACANCY exists in London, at the head office of a large indus- 

‘rial Organisation, for a well-qualified person with a sound 
wiedge of pension schemes and related matters, Accountant y or 

lalification an advantage, Age 30-40.—Write, giving details 

age, qualifications and experience, to Box N 9803, A.K. Advg., 
mB. Shaftesbury Avenue, W.C.2., 

HE Economists’ Bookshop, 11-12, Clement’s Inn Passage, London, 
we. .«, Invites you to submit lists of books on Economics, History, 
_ il Sciences, you may wish to sell (periodicals excluded). 

“ liportant position as Secretary Accountant is open to suitably 
Qua fied and eaperienced person, aged 32 to 37, with a ra yidly 
eae company in the fine chemical field. Applications will be 


1 strict confidence and should give full details of education 
a Career to date.—Box 136. 


BOARD CHANGES 


Engineers, Limited.—Mr. F. R. Norton, F.I.A., has 
ted chairman, 
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